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ive Rcwars h Commission is a sixtesn-member committee, comprised of the majority
and » of the Kentucky Senate and House of Representatives. Under Chapter 7 of the
1§cﬂ‘iUCKy Rev ees the Commission constitutes the administrative office for the Kentucky General
Assermbly. Tts dH serves as chief administrative officer of the legislature when it is not in session.

The Commission and its staff, by law and by practice, perform numerous fact-finding and service functions
for members of the General Assembly The Commission provides professional, clerical and other employees
required by legislators when the General Assembly is in session and during the interim period between sessions.
These employees, in tum, assist committees and individual members in preparing legislation. Other services
include conducting st tudies and investigations, organizing and staffing comunitiee meetings and public hearings,

maintaining official legislative records and other reference materials, furnishing information about the
legislature to the public, compi hrg and publishing administrative regulations, administering a legislative intern

program, conducting a pre-session orientation conference for legislators, and publishing a daxiy index of
legislative activity during sessions of the General Assembly.

The Commission also is responsible for statute revision, publication and disiribution of the Acts and
Journals following sessions of the General Assembly and for maintaining furnishings, equipment and supplies
for the legislature

The Comrnission funciions as Keniwky ommission on mtus&aﬁe Cooperation in carrying out the
program of the Council of State Governmenis as ] t relates to Kentuc
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FOREWORD

The Program Review and Investigations Committee, at its August, 1981 meeting,
voted to study the purposes, policies and operational procedures of the state’s university

foundations and to review their use of public resources. The report which follows is the
result of that study.

Our appreciation is extended to the staffs of the Council on Higher Education and
the Department of Finance for their assistance in this undertaking. Special appreciation is
extended to the administrative staffs of the unversities for providing working space, access
to information and documents, and an atmosphere of openness and cooperation.
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tucy was conducted by Tanya Gritz, Sheila Mason, Brent Neiser and Sarah
. consuliation was provided by Ethel Alston. The manuscript was prepared
t and Esther Robison.

Vic Hellard, Jr.
Director
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SUMMARY

The Legislative Program Review and Investigations Committee voted in August,
1981, to review university foundations and related organizations to:

I. review the purposes, policies and operational procedures of the university

foundation structure as it relates to the university and the state; and

2. review the use of public resources within the private foundations.

The forty-five university corporations, of which university foundations are just a
part, are varied in structure, purpose and method of operation. This review divides the cor-
porations into three groups: those that are university affiliated corporations according to
the definition in HB 622, passed by the 1982 General Assembly: those that are related to a
university but not defined as affiliated corporations; and unrelated organizations.

In summary, HB 622: authorizes the formation of affiliated corporations and
defines the relationship with a host university as being one over which the university has ef-
fective control; requires the corporation to reimburse the university for expenses incurred
in its operation; requires corporations to account for and expend public funds according to
the same principles of accounting and purchasing as used by the host university: requires
fund definitions consistent with those of the American Institute of Certified Public Ac-
countants; requires auditing of corporation funds; and makes compliance with the re-
quirements optional on the part of the host university.

After analyzing the purposes of the first two groups of corporations, it would
seern that in most cases the same or a similar purpose could be achieved by providing that
function within the university framework. Consequently, it appears that most university
corporations are created essentially to give identity to a specific function and in some cases
1 low more timely and liberal expenditure of certain funds. However, certain university
‘anons serve a unique and specific purpose and cannot be characterized as typical
university foundations.”” Primarily these inciude medical-school-related foundations.

Prior to the enactment of HB 622, the legal status or regulation of foundations
was indirect and controlled primarily by KRS Chapter 273, the non-profit corporation
chapter. The unigue relationship of university corporations to the university as a state agen-
cy was not addressed in that chapter, and therefore little formal control or oversight ex-
isted. This circumstance has brought to the forefront the question of oversight of how

funds are expended in a university corporation, for what purposes, and according to whose
authority.

Chapter IV of this study is a summation of critical issues and conclusions that
support the recommendations included in that chapter and listed below. The recommenda-
tions intend to provide for clear oversight and accountability of both the affiliated corpora-
tions and university relations with non-affiliated corporations.



Recommendations

1. There is overlap of resources of universities and affiliated corpora-
tions; moreover, HB 622 does not specifically address capital con-
struction activities of affiliated corporations. Therefore, legislation
should be introduced to require budgeted public funds of university
affiliated corporations to be subject to prior review by the Finance
and Administration Cabinet and the Legislative Committee on Ap-
propriations and Revenue.

The Committee voted to reject Recommendation #1 and replace it with the follow-

ing:

1. All affiliated corporations should be required to file annual finan-
cial statements in accordance with guidelines established by the
Council on Higher Education. All funds deposited with affiliated
corporations should be excluded from the appropriation process.
Where affiliated corporations provide services for an institution
that are traditionally performed by the institution, state policies and
procedures should govern the expenditure and use of those funds.

2. To pmvidc consisient {reatment and complete oversight by ap-
propriate review bodies, legislation should be introduced specifying
that affilia ‘Lj COTPOT ﬁ@m must comply with the provisions of HB

622

2. Legislation or regulations should be introduced reg g that a
university an ‘liated mrp@mﬁm dealings with university cor-
porations t are not affiliated corporations should be on the basis

.
(9]

cifying services received and rendered and ap-
. o ,
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INTRODUCTION

in August, 1981, the Program Review and Investigations Committee voted to
review university foundations and related organizations. There are some forty-five private
rganizations that are related to public universities. They are under varying degrees of con-
trol by the universities to which they are attached. These organizations are commonly called
private foundations or affiliated corporations. They have come under increasing public
scrutiny, since many of them use public resources in their operations, while remaining ex-
empt, because privately incorporated, from state control, audit, or oversight.

‘The purpose of this study is to

(I} review the purposes, policies and operational procedures of the university
foundation structure as it relates to the university and the state, and
review the use of public resources within the private foundations.
.0es not attempt to aciually audit foundation receipts and expenditures,

©
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A orik within which foundations operate is evaluated.
hapters provide descriptive background on the purposes and func-
.1 r structure and characteristics, and legal parameters within which
. Chapter 1V provides analysis and recommendations for further regulation.
/ersity corporations is described in some detail in the Appendix.
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CHAPTERI
DEFINITION AND PURPOSE OF FOUNDATIONS

For the purposes of this study the term ‘“university corporation’’ is used, for lack
of a better general term, to mean corporations, including affiliated corporations, as well as
the other organizations generally perceived as being related to the university and organized
consistent with section 501{(c)(3) of the Internal Revenue Code (permitiing tax-exempt
status}.

These organizations can be divided into three groups:

1. affiliated corporations, as defined in HB 622;

2. organizations that have unigue relationships with a university but

' / ‘ n of affiliated i i

toc m’u‘mi by a university: and

7’1 orga n‘w’mwu«j over which the university ex

tions invs no siate resources,

TPOTate

g *ﬂd %Uc%onai L.J\«M’DOQ
clusively for the benefit ¢ fa , 1VEr
gifts, grants, m@mb@rsvm T’@ss) and gross sales
and (3) 1} and MZ\ 4

ndations.

It would be disadvaniage )
private foundations, since private foundations may be subject to income taxes on their in-
vestment income. Further, the amount a person mav donate on a tax deductible basis is
reduced from wa percent, as is the case when donating to a tax-exempt S01(c)(3) organiza-
tion, to only twenty percent of gross income when donating to a private foundation

- organizations s

Purpose of University Corporations

University corporations traditionally perform several functions, including fund
raising, alumni operations, loan and scholarship programs, and the provision of gifts to the
universities to supplement state appropriations. Frequenily, university corporations are
organized to perform such special functions as operating intercollegiate athletics, providing

pa—y



a conduit for research, providing medical practice plans, providing medical bill collection
services, and operating specific government grants.

University corporations are incorporated as private non-profit corporations, in
order to provide a clear distinction between state funds and private funds available to the
university. Primarily the state funds in universities include general fund appropriations as
well as bond proceeds, tuition fees, fees for room and board, incidental fees, and fees
generated from the primary missions of the university: teaching, research, and public ser-
vice. These funds are to be used for the general and specific operation of the university or
for state debt retirement. State funds flow to and are held by the state treasurer. Such funds
are expended according to state policies and procedures.

That process is in contrast with those of private corporations, which may hold
funds received either for specific purposes or to be appropriated by the board of directors,
in accordance with the purposes of the private corporations. Funds flowing to the private
corporation are exempt from being transferred to the state treasurer, and are instead held
locally by each university corporation.

The rationale for keeping certain funds separate from the genera! operational
funds covers a wide territory. The most common reason is to promote fund raising and gift
giving.

The following sections are a discussion of the justifying purposes and primary
functions of university corporations. The sections also include a comment on the viability
of those purposes.

Private Gifts and Contracis

The establishment of university corporations is justified as providing a vehicle by
which private gifts and contracts can be received and held separately from state funds.
Donations could be severely reduced if donors were not assured that gifts were going to be
held at the university by university personnel, and not used to replace state appropriations.
If those receipts were to flow to the treasury, a donor might fear that his gift could lose its
identity, that it might be used for general operations, and might even result in reducing the
state appropriation.

In fact, however, KRS 41.290 states that private funds or contributions received
by state supported institutions of higher learning need not flow to the state treasury. Those
funds may be retained and stili accounted for within the university’s accounts. Consequent-
iy, a perceived fear of the donor and university does not, in fact, appear to be necessary, as
current statute allows for university control of private monies. {See OAG 82-520.)

Since current statutes clearly provide that universities are not required to transfer
these funds to the treasury, a university is entiiled to hold such funds and may identify them
in a separate restricted account. KRS 41.290 does no: specificaily identify private contracts
as private funds; however, the American Institute of Certified Public Accountants (AIC-
PA) audit guide for colleges and universities does group private grants and contracts with
gifts. The AICPA guide is used by the Kentucky State Auditor of Public Accounts.



The need to keep gifts and other private funds outside the university in order to
separate them from public monies does not, in fact, appear to be a justified reason for the
existence of university corporations. However, public perception may be stonger than fact.

Expenditure Flexibility
Administrative and legislative controls have hampered the discretion of univer-
sities with respect to certain expenditures. Some university corporations are formed, conse-
quently, to allow greater flexibility for expenditures. Most frequently mentioned examples
are travel restrictions, printing procedures, and entertainment. A university corporation as
a private body may spend its funds for these items in a more expedient manner. The univer-
sity, on the other hand, has the same restrictions in expending funds that any other state
agency has. In the case of travel, for example, after-the-fact reimbursement and low
allowances for out-of-state travel can impose a hardship on travelling staff. (This applies to
all state employees.) University cgmorau@m are a means of avoiding that hardship.
However, there is some flexibility in the expendifures permitted s
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Auxiliary Operations

The maintaining of auxiliary operations (e.g., bookstore, laundry, dormitories)
could be a justification for having a private university corporation. However, there is no
evidence that this is a compelling purpose. Several universities operate such services within
the university as well. It appears that when an auxiliary operation is attached o a university
corporation, the reason is to provide additional funds for that university corporation; then,
through the corporation, the revenues generated are used for the benefit of the university.
But operations are not a determinant purpose for university corporations.

The 1981 Price-Waterhouse study, A Study of the Management Practices and
Procedures of Kentucky’s Public Universities and Colleges, Phase I, recommended that all

(A



auxiliary operations be conducted within a university, since there is no compelling reason to
operate them outside the university. Further, the question might be raised whether the in-
come generated by these auxiliary operations could be considered ‘‘unrelated business in-
come,’’ as defined in the IRC Section 513; that is, that income may be taxable income, as
defined in the IRC Section 512. The question of taxability would not apply if the university
itself operated the auxiliary function for the benefit of students, faculty, staff, and pa-
tients, [IRC Section 513(a)(2)].

Public Grant and Contract Funds

University corporations are sometimes justified as vehicles through which govern-
ment grants and contracts may be administered separately from other university funds, and
be spent outside the state purchasing regulations.

Kentucky’s purchasing procedures pose certain problems for universities engaged
in research. The time constraints involved with purchasing computers, printing, bidding for
equipment, and other expenditure requirements under the state procurement system may
prevent the timely execution of the contract terms. University corporations were created to
provide a more expeditious vehicle through which to acquire eguipment necessary in
research.

However, House Bill 622 addresses this problem by allowing purchasing authority
under the Model Procurement @Ud@ o @@ a@i@gate@ o the universities by the Finance aﬂd
Administration Cabinet, As a resu

rchasing and expenditures in
rate university corporations for

if[h@&@ nniversities which choose o take advantage of the delegated purchasing provision in
Government grani an

@f’p@fdmn according to the

the process of research is no H@ng@ a ]USMHC&E on f@ sepa
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contract funds received by a university, or its affiliated
definition of the American Institute of Certified Public Ac-
countants (AICPA) audit guide, are public funds. Therefore, based on OAG 82-521, these
funds are to be handled in one of two ways, at the election of the university: (1) if the
university elects to be subject 10 the provision of HB 622, the funds may remain at the
university and be accounted for in accordance with HB 622; or (2) if the university or its af-
filiated corporation does not wish to opt for the provisions of HB 622, then these funds
must flow to the treasury upon receipt, pursuant to KRS 41.070. In the event the funds
come to the Treasury, the grant or contract may still retain its restricted nature and thus be
spent only according o the terms of the contract. Expenditures would only be made ac-
cording to the provisions of KRS Chapter 45 and 45A as well, or other applicable statutes.
These funds should not be treated as private gifts and contracts,
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Accountiability of Self-Supporting Operations

In some cases university corporations have very specific purposes and are thus
justified as providing identity to a particular program and keeping all funds used in the
operation of that program separate. In this way a program can be made clearly accountable
for all expenditures. Subsidies of such programs can be more clearly shown to exist or not



exist. For example, the University of Kentucky Athletic Association, Inc. is a respository
for all and only those funds that are to be used for the major intercollegiate athletic ac-
tivities. The University of Louisville Hospital, Inc. is another example of a framework
designed to provide accountability. It would be possible, however, to achieve similar results
simply through accounting design within the university’s overall organization. Moreover,
the Board of Directors of affiliated departments could serve to control the use of the funds
and provide management accountability, as well as accounting accountability.

Non-Affiliated and Special Purpose Foundations

There is another group of university corporations which either are not identified
as affiliated corporations relative to HB 622, or which have special purposes. These
organizations have unique relationships with the universities and narrowly focused pur-
poses only tangentially related to the primary mission of the university. For those reasons,
such university corporations may be justified.

Medical-School-Related Foundations. A unigue purpose for a university corpora-
tion is to operate a teaching hospital. The University of Louisville has esiablished its
ﬁ'eachiﬂg hospital as an affiliated corporation. For several years there was probably no real
reason for the hospital io remain a separate foundation; when the university agquﬁrﬁd the
hospital, it was operated within the university and not through the foundation. . A hospital

he ﬂjmm/@*’”h v of 1L

[

foundation wa ouisville for the purpose of operaiing the
: ,

hospital in 1977, ‘m it in fact did not do so uniil 19
hospital operation was officially transferred; the fo
manags

point responsibility for the

hen co mwmed with outside

ment firms to operate it.

W, was hoped that s
ficit basis and was perc

physicians would be willing to place prwau paying patients i
therefore help to bring it closer to a break-even situation.

Since the Umv, sity of Kentucky operates its hospital within the university and
the University of Louisville has done so in the past, there appears to be JLM@ compelling
reason to operate a teaching h ospital as a separate @tumdamn

Physician practice pl

rsity corporation framewo
cian salary supplement plans which are operated thro

ns are also a case
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jgn separate corporations. |
cases the practice plans operate exclusively for university physicians. All incoming physi-
cians/faculty must participate in the plan.

The university corporations which operate the practice plans, Kentucky Medical
Services Foundation at the University of Kentucky (KMSF), the Fund for the Advancement
of Education and Research in the University of Kentucky Medical Center (this organization
is a somewhat different type of organization from the other two listed, and is described
later), and the University of Louisville Medical School Fund collect physician fees either
directly (the Fund and KMSF at the University of Kentucky) or indirectly through each
physician (Medical School Fund at the University of Louisville). Those funds are used to



supplement physicians’ salaries and to enhance the hospital plant, equipment and pro-
grams.

Since these plans deal with the collection of fees from individuals practicing on
non-teaching time, in the case of Kentucky Medical Services Foundation and the Medical
School Fund (using university equipment for which compensation is made), there probably
is some justification for these university corporations as a way of allowing the physicians
clearer control over their own earnings. (For a further explanation of how the funds flow in
these university corporations, see the Appendix.)

The Fund for the Advancement of Education and Research at the University of
Kentucky Medical Center was the original operator of the physicians’ practice plan at the
University of Kentucky. The Fund includes collections for dental services, student health
services, and the remaining portion of the medical services that were not transferred to the
Kentucky Medical Services Foundation. The Fund operated (and continues to operate for
some faculty) under the philosphy that all revenue generated by dental and medical faculty
should return to the university corporation for the benefit of the university.

The University of Kentucky’s practice plan (KMSF) and the Medical School Fund
at the University of Louisville now operate under the philosphy that part of the physicians’
income is not public revenue and should therefore be retained by the physicians. Actually
the new operational procedure is probably more a result of a practical need than for any
ather reason. In order to keep quality physicians as ﬁ;@actu s, it became obvious that their
compensation would have to be more competitive witl

universities are limited in their aﬁmw 10 pay higher salaries, the plans provided a means 10
allow physicians’ pay to be based on m@ﬂr OWi PIo d@m ity, still g@%faﬁt@ revenue for

the hospital.

The two medical schools have two other medical-schooi-related u university cor-
porations. In the case of the University of Kentucky, Health Care Collection Services was
created by the university and collects only delinquent bills. The board of directors is con-

olied by the university, and has a relatively exclusive client relationship. However, this
corporation operaies independently of the university on a cost basis-—~all collections above
cost are returned to the university, This organization is considered an affiliated
tion.,

The other fee collection organization, at the University of Louisville, is not con-
sidered an affiliated corporation. The Clinical Services Association, Inc., is incorporated in
Delaware and is not conirolled directly by the university board of trustees. However, {ne
board is made up of university staff. This bill collecting organization collects fees of physi-
cians in their teaching capacity at the university. The f{ees are then remitied annually to the
University of Louisville Foundation.

Alumni Associations. Alumni associatiors are sometimes operated as private
organizations. These groups do not have clear educational functions. Socializing appears {o
be their primary activity, although it is anticipated that their functions will encourage alum-
ni to donate to the university. The benefit offered by alumni associations is probably best
achieved by an entity outside the university accounts.

o



In addition to the medical-school-related university corporations, certain other
groups are not affiliated corporations, but have unique relationships with the universities
and may employ university resources in their operations.

Credit Unions. Credit unions exist at three universities (see Table 1). These boards
are not controiled by the universities. However, the credit unions have a unique clientele.
They serve only university personnel. Since the decision to serve that particular group is a
decision made as a provision of incorporation and not one made by the university, and
since university personnel are free to select banking services from other providers, that rela-
tionship could be viewed as a private one.

However, again, university resources are used in the operation of the credit
unions. In all cases the university provides office space for the operation of the credit
union. In one case the use of the space is reimbursed in kind through the provision of in-
formation services. In the other cases no compensation is made.

Student Publications. Various student publications are produced through in-
corporated organizations. These publications provide an educational experience and are
therefore an integral part of the education process for some students. The sales of the pro-
rate revenue (2t the University of Kentucky the Kernel is provided at no
charge), which generally is used to operate and provide equipment for the production of the

biication. Although the organizations are separate, the funds are generally managed by
an agency account {this is not the case at the University of Ken-
tucky), and n“ﬂysﬁcah resources are used in providing an educational experience. In
return a publication of some kind (newspaper, magazine) is produced for the benefit of the
amﬁvemw community.
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CHAPTERII
OPERATION OF UNIVERSITY CORPORATIONS

Among the eight state-supported universities there are some forty-five founda-
tions, affiliated corporations, and other associations in some way related to a university
(not including fraternities and sororities). Table 1 is a listing of all such organizations iden-
tified.

The purpose or primary function of these organizations varies widely. That in-
formation is also delineated briefly in Table 1. The first group of organizations to be
discussed are those that have been identified as affiliated corporations by a university
presidents task force on the interpretation of House Bill 622, as well as those groups that
are related to, but not actually controlled by, a university. The following chapter
characterizes these organizations according to sources of revenue, expenditures, gover-
nance, fund flows, reporting and presence of public resources.

Sources of Revenue

Receipts to affiliated corporations come from a wide range of sources, Table 2
classifies receipts by category. In no case do any of the university corporations receive
direct state appropriations. The Tobacco Research Institute does receive an appropriation;
however, it is not a separately incorporated body, but a department within the University of
Kentucky.

In many cases university property, which is also state property, personnel, or
equipment is used by the university corporations in some way. In some cases the use is
described and conducted on the basis of a contract and compensation is provided, and in
some cases the use simply involves an understanding with no compensation provided, since
the university corporation operates for the benefit of the university.

TABLE |

UNIVERSITY AFFILIATED AND RELATED CORPORATIONS

UNIVERSITY CORPORATION GENERAL PURPOSE
Eastern Kentucky University )
*Eastern Kentucky University Foundation, Inc. generally support university
Eastern Kentucky Alumni Association promote alumni activities
Eastern Kentucky Student Aid Society, Inc. provide temporary or emergency
‘ Hinancnd assistance to students

Artimgton Association, Inc, alumni, faculty and staft club

O



Kentucky State University
*Kentucky State University Foundation, Inc.
Kentucky State University Alumni Assoc1at10n

Morehead State University
*Morehead State University Foundation, Inc.
Morehead Alumni Foundation, Inc.
Morehead State University Alumni Association

Murray State University
*Murray State University Foundation
Murray State University Alumni Association
Murray State University Credit Union, Inc.

Northern Kentucky University
*Northern Kentucky University Foundation, Inc.
MNorthern Kentucky Alumni Association

University of Kentucky

*University of Kentucky Research Foundation, Inc.

*Umversny of Kentucky Athletic Association, Inc.
*The Fund for the Advancement of Echatlon

*Health Care Collection Service, Inc.

*McDowell Cancer Network, Inc.
*University of Kentucky Business Partnership

Foundation, Inc.
Tobacco and H@alm Research Institute

University of Kentucky Alumni Association, Inc.
Kentucky Medical Services Foundation, Inc.

Spindietop Hall, Inc.
McDowell FOundatlon inc,

Kernel Press, Inc.
University of Kentucky Credit Union, Inc.

Hospitality House of Lexington, Inc.

generally support university
promote alumni activities

generally support university
property transfer
promote alumni activities

generally support activities

promote alumni activities

provide credit union services to
university staff, faculty

generally support university
promote alumni activities

contract agent for research
grants and contracts

conduct intercollegiate athletics

receive practice income of
dentists, and research at the
University of Kentucky s
health service and some
Medical Center, Inc, medical
doctors

collect delinguent bills for
University hospital and
affiliated corporations

education and research
regarding cancer {reatmen:

collect gifts for College of
Commerce

department within UK to receiv
grant of Tobacco Research
Trust Fund

promote alumni activities

private physician practice pian

o
provide supplemenial income

alumni, faculty and staff club

private group organized to
collect funds for a cancer
research facility

student newspaper

provide credit union services to
university faculty and staff

building to accommodate
families of Lexington hospital
patients, leased building from
UK by private group




University of Louisville
*University of Louisville Foundation, Inc.

*University of Louisville Hospital, Inc.
*Medical School Fund, Inc.

University of Louisville Industrial Research, Inc.

L ouisville Cardinal, Inc.
RODIN, Inc.

Minerva, Inc.

Louisville Review, Inc.

Clinical Service Association, Inc.

University of Louisville Associates, Inc.
Law Alumni Foundation, Inc.

Speed Alumni Foundation, Inc.

L Club Foundation, Inc.

Western Kentucky University
*College Heights Foundation, Inc.

Alumni Assoc. of Western Kentucky University
litopper Hundred Club, Inc.

i

Lk

Western Kentucky University Credit Union, Inc.

wide range of accounts to
support U of L activities

operate teaching hospital

physician’s private practice plan
to supplement physician
income

withdrew charter

student publicaticn

student publication

student publication

student publication

collect physician fees in teaching
capacity

alumni group

alumni group

alumni group (non-functioning)

alumni grou

generaily support activities

promote alumni activities

raise funds for intercollegiate
activities

provide credit union services to
university faculty and staff

=

iterpretation of House Bill 622,

s affiliated corporations in the Preliminary Report from the task force
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In other cases not only is public property being used by a private entity, but that
private entity is also collecting income that is generated in the process of using the property.
However, in all cases income is either returned to the university, used for some benefit of
the university, or used to operate the program for which the foundation was created.

Most commonly, university corporations receive funds from state and federal
government research grants and contracts, private gifts, endowments and endowment in-
come. However, one foundation attached to the University of Louisville collects revenues
generated from fees for performing the teaching mission of the university as well (continu-
ing education classes, for example). However, in some cases, those classes could be con-
sidered private contracts. Therefore, it could be stated that university corporations may
receive and hold state and public resources as well as private resources.

Expenditures

The university corporations that are affiliated corporations generally follow the
same expenditure, purchasing, and contracting procedures as do the parent institutions.
However, since the affiliates are separately incorporated bodies with all the rights,
privileges and responsibilities of a private corporation, expenditures may be made for
purpose, as long as it is not inconsistent with the articles of incorporation and @:@@%mng
procedures adopted by the board of directors mj ch corporation. Becau

o nf the lognilsr .
LA WAL LALS R\&_é&nhj i~

dependent nature of university corporations and because there are no conirolling sta
prior to 1982, with respect to the close UHW’:’{%EE&" connection, the potential for abuse
principle, exists. The passage of HB 622 does provide some conirol of ﬁﬁua
tions if a university chooses to subject the corperation to those controls (OA
university elects, an affiliated corporation is subject to the same ﬁandw@:
and accounting as the university.

Governing Structure and Control

As privaie bodies incorporated pursuant to KRS Chapter 273, univ
tions are legal entities unto themselves. Technically, they are responsible
tions and use funds in any way they choose, as long as the use is consisten
of incorporation and does not violate the Internal Revenue Code, Section
exempt status.

With only a2 few exceptions, the university corporations are to vario
controlled or influenced by the host university. For the most part the unive Sfﬁ
ilons operate according to the general provisions and policies of the host universit
quite important that the university corporations, especially the designated affiliated cor-
porations, operate with the approval of the university. Not only is it important for public
relations purposes, but also because ‘“‘under certain circumstances, if due care is not exer-
cised, they (the university Board of Regents or Trustees) could be exposed to risks and

BR85S

o
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liabilities as a result of actions by their separate foundation.”” (University Connected
Research Foundations, Raymond Daniels, et al., pages 95-96, published by the University
of Oklahoma, Office of Research and Administration.) A fegai principle called ‘‘piercing
the corporate veil’’ states that a corporate entity will be disregarded by a court whenever it
is used to defeat public convenience, protect fraud or circumvent the law. Consequently, a
university could be held liable for actions of its affiliated corporations. Thus it is impor-
tant for a university to maintain some conirol, to avoid maverick actions of its corpora-
tions. The likelihood of the “‘piercing of the corporate veil’” principle being invoked is ob-
viously even greater when university corporations @peraxﬁe m@m%y as legal shells, using
umvers;ty sta‘f nd aarmmstmawn totally,

Ous nda ion i adminisﬁ:emd 25 if it exisis in name ouly, urt might very

e b

ko3 rsf

P 3 w . rﬁ -
@@aigy responsible for the a

the president

the ﬁ:wa: are th

PR | + . Ty ey i
On the other hand, 1f such an

to endure the behavior until ,
jeopardize his employment status if he move
The tast level of COu‘ﬁ"Oi is in

alumni groups, bul some primary 1
perpetuating. Existing board membe

large or from some category of peo
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This type of structure could pose a danger to a university in the case of a primary
foundation, not an alumni group, which enjoys a close identity with a university. Should
such a group decide to operate outside university policy, the university may have few direct
means to influence the corporation.

Since university corporations use university resources and represent a potential
legal liability, there should be some means of university control. House Bill 622 mandates
that affiliated corporations operate according to the same principles of accounting, pur-
chasing, and auditing as the host university. To that degree, the concern raised is addressed.
However, that method of operation is at the option of the university.

Financial Relationships With Universities

Most of the university corporations studied relate to their host universities
without the formality of a contract. Funds gen@ra%iy flow either by book entry or SM"IW@
gift to the university onlv. A few universities use formal coniracls or memora
understanding in fin ith thei

anciak relatic
Since most affiliated corporations are clo
tracting has not been deemed necessary.

o [
,y@/ A8 SOV

d by universities, con-

ween university an
ble for the actions of
fm’acmﬂp@mﬁmn cerial
ty is dealing w”i_ An Of
tractual, arm’
entity to o1 fre

1 coniroels over the

kil .
ol, a

ersity or state would relate 1o

receiving

£

znd/or financ
the Councii on
ment of Finance and Adn
audits of their affiliated corpo
audits by independent CPA {J
the Auditor of Public Accounts

Based on personal
universities contract for financial audits only, rather

compliance gudits will be conducted in 1983. The same may be "MNQ for their corporati

> regular

ugn annual

h»g
w
[

as well. Since no guidelines or standards were required by the state prior to 19 82 a Ccom-
pliance audit would probably not have been appropriate with respect to university corpora-
tions and state standards
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Public Resources in Private Corporations

Until recently, a problem had existed regarding the fact that, pursuant to KRS
41.290, universities could hold public funds yet treat them as private funds. The state had
not offered a clear interpretation regarding state funds held by university corporations.

A common problem had been one involving a contract between a university cor-
poration and a government entity. It had not been clearly stated in the past that, even
though the use of funds in such a case is restricted, ali restricted funds are not the same as
private funds. if the funds are from, and even restricted by, a local or federal government
source, according to Senate Bill 243 and industry audit guides, those are public funds, and
therefore should be transferred to the Treasury. Prior to Senate Bill 243 funds generated
from government research gran‘is were not always being transferred to the Treasury pur-
suant ic XRS f 070. A significant proportion of federal funds that do come to the univer-
i ¢ form of g letter of credit. The grant funds are received after expended, at
! interval. Therefore, there are not significant reserves of grant cash in the

mm: bwm‘ﬁ S@ 243, of state or “‘mh"’ﬁ@ funds and the universi ﬁ,y corpora-
tiiese funds are privately inc mpm‘aa@d bodies, there was no basis for the
to consider the funds public and transfer them to the Treasury. Certainly, the

i i eld by a private entity and it was indeed plausible that all
tion were private funds, since there were no guidelines to in-

=

ey

Bill 243, however, appears to change that circumstance
nce for the handling of cash held by the universities and their af-
Bill 2w 3 provides that all receipts received by a university or its
t private funds, contributions and student funds, are public
‘ ons of KRS 41.070 apply. Those monies are public and must
Treasury mi@ss university opts to operate on a delegation of authority

HB 622. In that case affiliated corporations may retain all receipts but
iem according to the principles of audit and accounting used by the university.

The g VY X P
L€ enaciment or Senate

cash public resources are sometimes at the disposal of university cor-
7 aau@ services are, in many cases, provided to the university corpora-

€s as W@E ;{ lowever, in some cases, these resources are used as | leverage
d corporations.

Auxiliary Operations
Certain university corporations operate auxiliary enterprises, as shown in Table 3.
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These are defined in the American Institute of Certified Public Accounts Audits of Colleges
and Universities as entities that exist to furnish goods or services to students, faculty or
staff and that charge a fee related to the cost. The public may be served incidentally by the
auxiliary enterprise. In most cases the operation is not completely distinct from a universi-
ty, in that university resources are used for which reimbursement is not always made.

As with university corporations in general, some of the operations are housed on
university property, or use university personnel in their administration, or operation.
Again, in some cases, a contract for the exchange of resources exists.

In summary, university corporations are not homogeneous. They operate for a
variety of purposes. The problem is that university corporations have operated without
direction, sometimes incorporating public resources in their operations, therefore leaving
universities, which are state agencies, potentially liable.
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CHAPTER I
LEGAL STATUS OF UNIVERSITY CORPORATIONS

Boards of Trustees of the Universities of Kentucky and Louisville, and the Boards
of Regents of the Northern Kentucky, Eastern Kentucky, Western Kentucky, Morehead
State, Murray State, and Kentucky State Universities are corporate bodies with the usual
powers, rights and privileges attaching to educational institutions. These governing boards
are charged with carrying out the purpose of the state’s universities and colleges, which is to
provide instruction and study in academic, vocational and professional subjects, and to
render such supplemental services as are offered by libraries and museums, dormitories,
farms, and recreational facilities.

Kentucky statutes do not specifically authorize universities to establish affiliated
corporations. Neither do university charters specifically grant the authority to their govern-
ing bodies to engage in business-related activities. Yet such enterprises are carried on
through controlled nj affiliated or auxiliary Qrgamzations which have qualified as tax-

no

-stock private foundation

X ELY

non-stock corporations, pr?vaie foundations must organize ac-
cording to procedures in the Kentucky Non-Profit Corporation Act (KRS 273). Qualifica-
tions and pro bhmm are established by the Internal Revenue Code and the Kentucky Revis-
ed Statutes regarding the tax-exempt status granted private foundations.

A

utucky Non-Profit Corporation Act

. i

{entucky, priva

¢ foundations which are non-profit, non-stock organizations
to the Kentucky Non-Profit Corporation Act, KRS 273.161-

¥

pplies to all domestic and foreign non-profit corporations conducting

[¢]
o
£

.ﬁs in the state.

A non-profit corporation, as defined by KRS 273.161(3), is a corporation no part
of the income or profit from which is distributable to its members, directors, or officers.
Furthermore, the corporation is prohibited from issuing shares of stock and paying
dividends under KRS 273 .237.

Corporations organized pursuant to the Act may be organized for any lawful pur-

pose stated in KRS 273,167, including charitable, educational, social, recreational, literary,

cultural, athletic, scientific, and agricultural purposes. Furthermore, not-for-profit

organizations must restrict their purposes by limiting their articles of incorporation to one

or more exempted purposes. Additionally, they must not empower themselves to engage,

other than insubstantially, in activities which do not further one or more of those exempted
purposes.

Powers granted non-profit corporations are substantially similar to powers ac-
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corded other corporations organized in Kentucky. Among those powers listed in KRS
273.171, each non-profit corporation shall have power to:
¢ perpetual succession unless the articles of incorporation state other-
wise;
® sue or be sued, compiain and defend, in its corporate name;
e purchase, acquire, devise or bequest, own, hold real or personal pro-
perty, or any interest therein except that pursuant to KRS 273.383, a
corporation may not hold any real estate, other than that necessary to
carry on the legitimate business for a period longer than five years
under penalty of escheat;
e pledge, mortgage, lease, exchange all or any part of its property and
assets, in accordance with KRS 273.267;
¢ lend money to its empioyees but not to directors or officers in ac-
corcance with KRS 273.241;
e acguire, sell, mortgage, pledge shares or other interests in, or obliga-
sions of other domestic or foreign corporations, whether profit or not-
for- p fit, assoczaaaons nartnershms or individuals;

Aﬂ»@esg b@@@ls and other obhgauons and secure any of its obliga-
by mortgage or pledge of all or any of its property;

{ or appoint officers and agents of the corporation;

or alter bylaws consistent with the articles of incorporation for
i

PUrposes;
mgy any director or officers for expenses incurred in defending

Iy 5e

h pay pensions for directors, officers, and employees; and

srporate activities and surrender the corporate franchise.

ed corporations or foundations are also organized so as to be tax-
exempt according to the Internal Revenue Code, Section 50i{(c)(3}. Therefore, no earnings
may inure to the private benefit of a shareholder or individual. In order to maintain this
status, revenue may not be generated substantially from unrelated business sources and
revenues must be used for the purpose of the organization.

el
]
—
b)
[42]
(23]
i
o
Fody
bty
d
ok
[Soe
£
<

Governing Bodies and Management of the Corporation

Maragement of the affairs of a non-profit corporation is conducted by a board of

directors, whose gualifications, number (not less than three), and election may be specified
by the articles of incorporation. Unless provided for in the articles of incorporation, or
bylaws, vacancies may be filled by the remaining board (KRS 273.213). A quorum shall be
a majority of the number of directors fixed by the bylaws (KRS 273.217). An act of the ma-
jority of directors is considered an act of the entire board of directors.
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While corporations have all general powers granted them by KRS 273.171, and all
specific powers conferred throughout the Act, these powers are not required to be set forth
in the article of incorporation. However, a general reference to those statutes and powers is
necessary. Furthermore, whenever a provision of the articles of incorporation is inconsis-

tent with a bylaw, KRS 273.247 states the provision of the articles of incorporation is con-
trolling.

Bylaws

According to KRS 273.191, the board of directors of a non-profit corporation
shall adopt bylaws for regulation and management of the affairs of the corporation.
Bylaws may contain provisions regarding:

» gualifications, number and elections of directors (KRS 273.207, .211);

¢ vacancies on board of directors (KRS 273.213);

o guorum of board of directors (KRS 273.217) and members (KRS

273.203):

@ commitiees of board of directors (KRS 273.221);

® notice and place of directors meetings (KRS 273.223, .373):
reater voting reguirements of members or directors of a corporation;

mee ffmg§ of members @g‘ﬁ{f‘ﬁ 2 4% J197: and

73
> | gm@ of members (KRS 273.201).

Books and Records of Private Foundations

COE"dS are subject o inspection by any member, or by

Y ap pmﬁriaﬁi@ purpose at any reasonable time. Moreover,
individual members, the board of directors, or committees are (o
10 E{\@m as books and records., KRS 273.233 also requires that a record of
names and addresses of members entitled to vote be kept at the corporation’s principal or
registered office in the state,

minues

Cing
]

be chronicled

o

Qualifications for Tax-Exempt Status of Private Foundations

.dations and affiliated organizations operating for the benefit of, or
performing a function for, an educational Institution are generally separately organized, in-
corporated as not-for-profit, non-stock entities, and granted tax-exempt status under
federal and state laws. Inherent in the establishment and operation of these types of private
foundations is assistance, financial or otherwise, to universities. However, foundations
have sometimes involved institutions in enterprises that generate significant annual in-
comes. While these enterprises may benefit the educational institution, the end result is pro-



fit. The Internai Revenue Act of 1950 intended to correct and regulate the potential abuse
of profits. Thus, all profits realized from any trade, business or activities unrelated to a
private foundation’s charitable, educational or other purpose, which constitutes the basis
for its exemption, are taxable under the internal Revenue Code, Section 513.

Acrticies of Incorporation

As a declaration of its existence, powers and authority, the contents of the articles
of incorporation of non-profit, non-stock corporations organized under the Non-Profit
Corporation Act must, pursuant to KRS 273.247, include the following:

& name of the corporation;

& p@ri@d of @uranom which may be perpetual;

® purposes for which corporation may be organized;

¢ provisions regarding the regulation of internal affairs of the corpora-

'ﬂ

7, including the distribution of assets, dissolution or final liquida-

ddress of its mgls’[@ ed officer and registered agent;

d addresses of directors constituting the initial
of divectors; and

ies and addresses of eact

incorporator.

1 may also contain requirements and provisions relative

, rights and qualifications of members (KRS

r f members fKWS 275.193);

e notice of members” meeting (KRS 273.197);

: rights of members (KRS 273.201);

# f'rvﬂqéwwy reguirements of d irectors (KRS 273.207);
es on board of directors (KRS 273.213);
M@ of board of directors (KRS 273.221)

o pfficers, election, appointment and terms (KRS 273.227);
® grezier voling requirements for any action to be taken by members or
directors of corporation (KRS 273.370).

Reporting and Standards

Prior tc HB 622 there were no reporting or auditing requirements for university
corporations except reports (address, legal staius, etc.) which are required by the Secretary
of State. The universities themselves are audited each year. Each university secures its own
contract with a CPA f{irm to perform the audit.



The Council on Higher Education has prepared a Uniform Financial Reporting
Manual, which is a suggested format in which the universities are to report financial in-
formation to be used in the budget-making process. The manual also provides a recom-
mended format for reporting financial information concerning the universities’ corpora-
tions. Compliance with the manual format, as well as reporting foundation financial in-
formation at all, had been voluntary until July, 1982. Consequently, foundation financial
information available to the Council on Higher Education, the Office for Policy and
Management, or the Legislative Research Commission has been inconsistent and limited.
Only the University of Kentucky and the University of Louisville have regularly transmitted
audits for those university corporations that they considered to be affiliated corporations.

The State Auditor’s Office does not audit foundations. That office has taken the
position that the state does not have audit jurisdiction over privately incorporated entities,
even if they are closely tied to state agencies.

Pricr to the requirements contained in HB 622, lack of consistency, accountability
or required guidelines contributed to a certain amount of confusion in the budget prepara-
tion p;@a ess. Some universities held funds in their foundations that others held in their
nnivers y accounts. Some reported all private assets and some did not feel private funds
should be subiect to public review. As a result it has been difficult to ascertain the complete
ial sion or financial operating procedures of all eight universities. This has in
de the budget preparation process uneven, in terms of application, and made com-
plete awareness of all public resources and resources available for a state agency’s use,
however restricted, difficult at best.

furn m

The AICPA’s defining of various funds provides a simple and convenient means
of categorizing resource of universitv foundations and their parent institutions.

T

Those account definitions are as follows: (comments in parenthesis are staff inter-
pretations}.
o tuition and fees: all fees assessed against students for educational pur-
poses {since these are funds generated in accordance with the mission
§f the university they are public funds that may be of restricted or
unrestricted application);
® ‘f@d@mﬂ state, local government appropriations: funds generated by
@Asiauve acts or taxmg authority (these funds are by nature public
v unrestricted in application);

ted or
@ S@E@g amﬁ s&wie@g of educational aciivitiw (1) revenues that are
q ¢ ] 5 P f
i

a4
s
?‘
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)
o
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=
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vice, or {2) revenues of activities tha‘ Xist to pmwde mstrucﬁonal and
laboratory experience for students and that incidentally create goods
and services that may be sold to students, faculty, staff, and the
general public (examples are film rental, sales of publications). (Since
this revenue is also generated, although indirectly, from the mission
activities of the university, the funds are public. The revenues may be
restricted or unrestricted in appiication.}
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¢ sales and services of auxiliary enterprises: revenues generated from an
entity that exists to furnish goods and services to students, staff, and
faculty that charge a fee related to the cost of the service or good. Ex-
ampies are residence halls, food service, intercollegiate athletics (if
essentially self-supporting), and college stores. (Since these are ser-
vices essentially and primarily for the benefit of and are supported by
the university population, these could also be considered public funds.
The Price-Waterhouse study (1981) recommended that this type of
operation be a part of the university operation, since there is no clear
justification to do otherwise. This course would also allow the univer-
sity to maintain control and avoid abuse of the potentially
rmonopolistic position of the service. Again, the funds probably would
be restricted to maintain the service, but could be totally or partially
unrestricted.)
vate gifts and grants: funds from non-governmental organizations
individuals including funds resulting from contracting or the fur-
g of goods and services of an instructional, research or public
service nature (for example, a contract io do research for the Ken-
tucky Bankers Association). {These funds are private and may be
restricted or unrestricted; gifis, for example.)
¢ endowment income: gifts of which the principal shall not be spent, in-
sading interest income. {These funds are private and may be

ines another source of funds: private funds of students in
nal institutions. These funds, as stated, are private and restricted in use.
As has been shown earlier in this study, many university corporations hold some

q

defined acu@ve} and severai use public resources as well. Since university
i een under the review of the Auditor of Public Accounts,

9

Cabinet, or legisiaiive committees, and since there have
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CHAPTERIV
CONCLUSIONS AND RECOMMENDATIONS

The passage of House Bill 622 will significantly affect university foundations.
First, the bill authorizes the formation of affiliated corporations and defines the relation-
ship of an affiliated corporation to a university as one over which a university has effective
control, and an affiliated corporation as one which, without university assistance, could
not exist,

The f*rimary issue under consideration has three significant aspects. University af-
fillated and certain non-affiliated corporations are:
using public resources to varying degrees in their operations;
holding public funds; and
beyond the purview of the State Auditor and the oversight of the
General Assembly, since they are separately incorporated bodies.
Oversight and accountability are justifiable, however, not only because these

oy 3 ey b ey Ty Fomrd o2y :
iizations are closely tied to universities, which are state agencies, but also because they

W2 N3 res

are in some cases controlling pubiic funds and using public resources.
first aspect of the issue appears to have been addressed in the passage of HB
622 during the 1982 General Assembly. When university resources, such as personnel,
facilities, and equipment, are used in the process of executing a grant, contract, or other
project, a guarter Ey accounting of all income and expenditures of the affiliated corporation
be provided the host university [HB 622, Section 14(2}]. Specifically, the affiliated
corporation must reimburse the institution for indirect expenses incurred by the host
university while the affiliated corporation has been undertaking research or furnishing
: ices. Presumably, this provision requires payment by the affiliated corpora-
tion for expenses it causes the university to incur, not only in the process of seeking and
conducting research coniracts, but also while ““furnishing goods or services,”’ including
fund-raising activities or operating auxiliary enterprises. Consequently, this aspect of the
issue should be sufficiently addressed by the monitoring of affiliated corporations to deter-
mine if expenses to the universities incurred by affiliated corporations are in fact being
compensated.

The second aspect of the issue deals with public funds: What are public funds and
how should such funds be treated? Again, the 1982 General Assembly did address this
issue. Senate Bill 243 defines public funds as ail funds held by any state agency or its
fiduciary except as otherwise provided. KRS 41.290 provides otherwise in that it identifies
gifts and certain other funds as private funds (therefore different from public funds).
Private foundations hold private funds, according to OAG 82-521.

Public funds, however, must be accounted for and expended according to state
regulation and guidelines. And, even though HB 622 permits affiliated corporations to re-

=
oo
w
2
[
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tain their public as well as private funds, those corporations must account for and expend
those public funds according to the same principles of accounting and purchasing used by
the host institutions [HB 622, Section 14(1}].

Further, HB 622, Section 4, requires regulation specifying fund definitions for use
by universities and, presurnably, their affiliates. These fund definitions are to be consistent
with the definitions put forth by the National Association of College and University
Business Officers and the American Institute of Certified Public Accountants. These
definitions, zlong with the definition of public funds in SB 243, essentially state that all
funds held by public agencies are public except private gifts, grants, endowments, and con-
tracts. Even though affiliated corporations are not state agencies, they are to use the same
accounting principles as the host university, which implies the use of the same fund defini-

Those principles of purchasing and accounting also include auditing according to
minimum sta @st prescrived by the Finance and Administration Cabinet and purchasmg
g to Chapters 45 and 45A. It is not clear whether ““purchasing”
tion and whether KRS 45.790 will apply to affiliated corpmatiansa
e 1982 General Assembly, specifies that capital construction by
¢ fifty percent private or federal grant funds must now be review-
Construction Oversight Committee,
rovisions appear to provide sufficient oversight for the process of expen-
gzm or accmmm‘b ity is i,he thn‘d aspect of the issue. However it is not

CIJ
2. o

pose oversight is imph@@ in w—m 622§ in that a system for post-review is prowciedg howevera
there is no mention of budget review as is required of the university. And, as stated earlier,
it is not clear that capital construction activities of affiliated corporation come under the
purview of purchasing oversight. Use of university resources by an affiliated corporation
should be delineated in 2 university’s budget. Even so, that budget item may not be clear

i t sufficient disclosure of the use of public resources. Therefore, the

Recommendation
i, There is overlap of resources of universities and affiliated corpora-
iions: moreover, HB 622 does not specifically address capital con-
i ctivities of affiliated C@Epefamons Thus, legislation
troduced to require budgeted public funds of university
porations to b@ sunjeci to pmar review ‘by the Finance

(»1

pr Opaiaﬂ@ns and Revenue durmg the blenmai budget process.
committee voted to reject Recommendation #1 and replace it with the follow-

1. All affiliated corporations should be required to file annual finan-
cial statements in accordance with guidelines established by the

36



Council on Higher Education. All funds deposited with affiliated

corporations should be excluded from the appropriation process.

Where affilated corporations provide services for an institution that

are traditionally performed by the institution, state policies and

procedures shouid govern the expenditure and use of those funds.

The preceeding discussion is predicated on the belief that each university govern-

ing board will opt to operate its affilated corporations under the provisions of HB 622.
Compliance with these provisions is optional, according to the statute and OAG 82.521. If
a particular university chooses not to subject its affiliated corporations to the provisions of
HB 622, then ncne of the compensatory and oversight provisions discussed above would
apply. Although HB 622 authorizes the creation of affiliated corporations and thereby im-
plies that affiliated corporations must abide by the controls specified in their enabling
legislation, the implication seems inadequate, which prompts the following recommenda-
fiomn.

provide consistent treatment and complete oversight by ap-
iate review b@d" S, E gisiation should be introduced specifying
] iis must comply with the provisions of HB

t ps 1%@?@ funds held by either a university or its af
cted by state procedures. Neither HB 622 nor those
s interfering with the execution of the bonafide

, ] B 622 does not address. That is, what will be the status
of universit ;f corporations that are not affiliated corporations (i.e., they are not controlled
rsity, vet are substantially assisted by the university in melr operations)? In these
blic resowrces may be used in the process of operating the organization, even

zy be held by the organizations for the benefit of a state agency. KRS
zuthorize universities to give away public property or resources.
kind of defined relationship should be specified for these situations.

Lo
=
[
5]
4
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o
e
i
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ion or regulations should be introduced requiring that ail
{filiated corporation dealings with non-affiliated
; ions should be on the basis of contract, specifying services
received and rendered, and appropriate compensation, as would be

%

1tity and public agency.
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APPENDIX

EASTERN KENTUCKY UNIVERSITY FOUNDATION
PURPOSE

The purpose of the Eastern Kentucky University Foundation, Inc. is solely to
cooperate with Eastern Kentucky University and its Board of Regents in the promotion of
the educational, civic, and charitable aims of the university in a legal manner but without
regard to possible restrictions which may restrain or limit direct action by the Board of
Regents. The articles include as corporate purposes ‘““The encouragement of scholarship
and research and the promotion of the prestige, expansion, and development of the Col-

lege, including the development of its physical plant, the improvement of its faculty, and
the assistance of its students and alumni.”’

BOARD STRUCTURE

The foundation is governed by a Board of Directors which is interlocking with the
university’s Board of Regents. The foundation is controlled by the university. The founda-
tion Board of Directors is limited to eleven persons consisting of:

a. the President of the University;

o

the Treasurer of the University;
¢. the Executive Assistant to the President of the University;
d. the Dean of Public Affairs of the University;

e. the Director of Alumni Affairs of the University;

iy

each member or former member of the Board of Regents of the University
who is a resident of Madison County;

g. a citizen of Madison County appointed by the Board of Regents should a
former member as referred to in item f refuse to serve on the Board of Direc-
tors;

h. at least one member of the Board of Regents who is not 2 Madison County
citizen who is chosen by the Board of Regents in the event that no Madison
County citizen sits on the Board of Regents;

. any additional members authorized by the Board of Directors appointed
from the Board of Regents for a term not to exceed three years or the expira-
tion of their terms as Regents of the University.

In addition to the Board of Directors, the foundation has the following officers:

a. a President (President of the University);

b. a Vice-President (member of the Board of Directors);

(¢

a Secretary {Executive Dean of the University);
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d. aTreasurer (Treasurer of the University); and
e. such other officers as the Board of Directors may determine.

An Executive Council which is authorized to act in the absence of the Board of
Directors is composed of:

a. all officers of the foundation; and

b. other members of the Board of Directors, if any, as the Board may select.

When Formed

Eastern Kentucky University Foundation was incorporated on August 1, 1963, as
the Eastern Kentucky State College Foundation, a domestic non- -stock, non- “DI’Q‘“& f corpora-
tion for educational, charitable and pubuc purposes under Chaptm ?y 3 of the Keniunch (}

Revi sed Staw@:es The al name of m, f@mdam on was changed by amendment to t!
4%&}3 )i 4 & 1 7
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machine concessions on campus. Vending concessions can be operated direct-
ly by the foundation or through selected vendors. The foundation accepts
bids from interested vendors and operates the vending concessions on a com-
mission basis. All income realized from the vending operations belongs to the

foundation. There is no reimbursement to the university for space and utility
subsidy.

Commissions from Telephones—As approved by the University Board of
Regents, the foundation receives the income from the Telephone Assessments

Account, which is funded by pay telephone stations located around the cam-
pus.

Laundromat and Hair Dryer Receipts— As approved by the University Board
of Regents, the foundation leases the concessions of coin operated laundry
machines, dryers, and hair dryers in the university’s dormitories. All income
realized from these leases belongs to the foundation. There is no reimburse-
ment to the university for space and utilities.

Rental Receipts—As approved by the University Board of Regents, the foun-
dation receives income from two leases with the university. The foundation
leases 20.22 acres of land to the school for cropland for $800 per year plus
thirty-five cents per pound of tobacco allotted to the property each year. The
foundation also leases the University Inn to the school for use as dormitory
space. The university’s annua! lease payments equal the foundation’s annual

mortgage payments toward the property (FY 81: $241,000).
Student Activity Fund Interest—As approved by the University Board of
Regents, the foundation annually receives existing uncommitted balances
from the school’s Student Activity Fund for the Revolving Fund Interest Ac-
count. The term “‘Student Activity Fund”’ is not a true representation of the
type of funds which are included in the account from which existing uncom-
mitted balances are turned over to the foundation each year. This account ac-
tually contains agency funds that the university maintains as agency accounts
for faculty and student organizations, such as faculty clubs, women’s clubs,
the EKU Colonel Club, etc. (These agency accounts should be distinguished
from trust and agency accounts.) The available balances in these agency ac-
counts are invested on a2 da lay basis. The interest earned through the in-
¥ nt 18 turned over to the Foundation annually. The “‘Student Activity
Fund” does not include ent vity fees, which are collected upon
registration.

Firewood Sales—The foundation sells firewood to any interested party at a
going rate.

University Check Assessments—As approved by the University Board of
Regents, the foundation receives existing balances from the school’s Univer-
sity Check Assessments Account annually. The university receives a number
of bad checks during the year. A §5 fee is charged for each bad check written
and deposited into an account which is used to reimburse the university for
bad checks which are never collected. The amount of money left in the check

assessment account after the university’s losses have been recovered is foun-
dation income.

Interest on Investments.



Application of Receipts

Receipts are closely tied with the purpose of the foundation.

Policy on Gift Acceptance

The foundation has no written policy on acceptance of gifts. All gifts must,
however, adhere to IRS guidelines. The foundation will only acknowledge a gift
that is unrestrictive in terms of the eventual recipient and which does not involve
the donor in the selection process. The president of the foundation, who is also
the president of the university, is authorized to accept any gifts with reasonable
restrictions without Board approval. This is in contrast to the university’s policy
on gift acceptance. Any gift to the university, except those in the area of university
archives and the university museum, must be approved by the Board of Eastern
Kentucky University Foundation Regents prior to acceptance. Any made to
the school rema vith the school and is maintained by the school.
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The foundation also leases 20.22 acres of land adjacent to the golf course to the
university for cropland.

In September, 1980, the foundation purchased the University Inn, a motel located
near the school, from the University Inn, Inc. The inn was purchased under an in-
stallment agreement for $1,200,000. The motel was then leased to the university
for annual lease payments ecual to the foundation’s installment pu reﬁ”‘
payments. The inn was purchased by the foundation to help alleviate ﬂne unive
ty’s shortage of dormitory space. State purchasing procedures pr i
university from purchasing the motel within the time frame necessa: :
space shortage. The arrangement between the university and the foundation
the lease was sanctioned by the Department of Finance.

Operational Expenses

The foundation lists no operationa

Operational Expenses—=Source

The foundation’s operating expenses are assumed by the university.
ty provides the foundation’s staffing and space needs as well as othei
costs. University personnel estimate the value of this subsidy to the foundation to
be appmmmawﬂy $5,000. H@Wfﬂv@” the $5,000 estimate for staffing mh@ mma&s
tion, as cited by the i =5 not mcmd@ the mme spent 0\/
»e\mne holding fo ‘

pent by Dr. Whitlo
‘ﬁar Baldwin in his capa ;
vestments, and the clerical “H}m

monthly financial statements.
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by the foundation and the university. Doug Whitlock, the secretary of the founda-
tion, chairs the University Scholarship Committee. The foundation also ad-
ministers externally funded scholarships for students from other states.

The foundation issues approximately 25 new scholarships each year from its
unrestricted fund. This policy has been in effect for about four years. At any
given time there will be 100 scholarships from the foundation in force.

The restricted scholarship programs administered by the foundation are issued to
one student except for the following:




issues a check for that portion of the salary plus its portion for the person’s facul-
ty duties.

Receipts from the University

The foundation receives money from the university for its leases of cropland and
tne University Inn. In addition, the foundation still receives transfers of uncom-
mitted balances in the Student Activity Fund for the Revolving Fund Interest Ac-
count, the Telephone Assessments Account, and the University Check
Assessments Account at the close of each fiscal year.

Services for Which Reimbursement May or May Not be Made

The foundation does not reimburse the university for provision of staffing, space,
and other operating costs.

The foundation renovated g room in the Coates Building, vniversi wned pro-
perty, for use as the Robert R, Martin Room, which contains memorabilia from
the public life of the University’s sixth president.

Although the foundation ended up EW asing the University Inn, no reimburse-

ment for appraisal costs, which ha d lready been paid by the umv@rsi‘iy; was
sought.

T Tne 1
ine ““Hﬂv’@i"Sh y does not seek reimbu

utilities used by the foundation in
dromat and hair dryer Operaﬁm&

Reporting

The foundation’s financial reports sug Perry, a university
employee. A monthiy financial st atement outlining revenues and bxpendlmres is
submitted to each member of the Board of Directors. Financial reports are not
submitted to the university Board of Regents as a whole. However, individual
Regents who serve on the foundation Board of Directors receive the monthly
statements.

T gre ﬁr@p,‘@m by

€ WY ey i

UNREIMBURSED

D SERVICES W’RGVEBEDE’* IO THE FOUNDATION

SPACE—f{or conduct of foundation business. Space occupied by vending machines in
various locations around campus from which the foundation receives concessions. Space

and utilities utilized by the foundation for laundromat and hair dryer operations in campus
dormitfories.

EASTERN KENTUCKY UNIVERSITY FOUNDATION, INC.
TOTAL REVENUES FY 1981

Unrestricted Fund $ 625,565.66
Restricted Fund 761, 0’78 14
Total $1,386,643.80
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TOTAL EXPENDITURES FY 1981

Unrestricted Fund $ 473,436.80

Restricted Funds 606,921.53

Total $1,080,358.33
TOTAL INCREASE IN FUND BALANCES FY 1981

Current Unrestricted Fund $ 167,926.34

Current Restricted Funds 154,156.61

Plant Fund 348,000.00

TOTAL DISBURSEMENTS TO UNIVERSITY FY 1981

$ 11,612.50
6,429.38
4,306.00
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a Second Vice President; and

a Secretary-Treasurer—Director of Alumni Affairs at EKU (answerable for
his conduct of the Association to the President of the University and to the
Executive Council of the Association)

The Secretary-Treasurer of the Association (also the Director of Alumni Affairs of the
University) is appointed by the President of the University after consultation with the Ex-
ecutive Council, and is required under the Association Constitution to act as alumni
representative to coordinate all activities of the Association, to organize alumni chapters,
and to conduct an annual solicitation of contributions, and to carry out the program of the
association as approved by the Executive Council.

The membership of the EKU Alumni Association is open to all persons who have received
degrees from the institution. Persons who have attended the institution as fully accredited
full-time students, and earned at least twelve hours credit, who have been faculty members,
or who have been benefactors in other ways as determined by the Executive Council are
eligible for associate membership. Honorary memberships may be awarded by the Ex-

ecutive Council. All active members have voting privileges; however, only EKU graduates
may hold office in the Association.

Operating Expenses

The Alumni Association

118 not incorporated and operates financially within the university’s
S e

is J
cal year of the Association corresponds with the university’s fisc

agency accounts. The fiscal year Ass on corres th the v al
year. Any operational expenses incurred by the Alumni Association are assumed by the
University.

EASTERN KENTUCKY UNIVERSITY STUDENT AID SOCIETY, INC.
PURPOSE

is to promote the

The purpose of the Eastern Kentucky University Student Aid Society, Inc.
the university.

welfare and aid in the education of poor and worthy students attending

GOVERNING STRUCTURE

; TNt e T~ F s N
on Board of Directors, all of whom

iversity, and who are appointed by the

ne Student Aid Society is governed by an eight-pe
are faculty or administrative staff members of the 1
President of the University.
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rs of the Board of Directors include:

a. a President, who is also the chief executive officer of the Corporation:
b. aSecretary; and

c. a'Treasurer.

Officers of the Board of Directors are selected by the Board from persons nominated by the
President of the University.

WHEN FORMED

The Student Aid Society was incorporated on June 25, 1934, as the Bastern Kentucky State
Teachers College Student Aid Society. Upon incorporation, the Society tock charge of the

I~
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assets and assumed the current liabilities of the then-Student Loan Fund of Eastern Ken-

tucky State Teachers College. The coporation is non-profit sharing and has no capital
stock.

SCOPE OF ACTIVITIES
The society’s activities include:

a. granting of loans to students and collection thereof with a legal rate of in-
terest;

b. awarding of previously established scholarships or fellowships, or ones which
may hereafter be established, to students of recognized ability; and

c. receipt of gifts and donations, in the form of money or income from bonds,
securities, debeﬁture obhgatwns or rentals from real estate, and admlmstran
tion of such gifts and donations in the terms prescribed by the donor.

In revised rules is
of emergency lo:
untversity. Loans

1, ;‘198& the Society states that it shall be considered as a source

ment and supplement other loan and grant programs of the
| applicanis are not made for a period exceeding six calendar
months. T@F‘ﬂp@ran; fuam of Sﬂ@@ or less may be reviewed and approved by any
member of the “r«ms § Directors. Loans e xceeding $100 must be filed with the secretary
and approved by the Board, Eh@ present rate of interest on loans is 6% per annum with a
minimum interest @d/@r service charge of one dollar.

OPERATING E

u@ew Aid Society fww are accounted for ak‘mg with other loan funds in the university’s
LS. ing records are kept by the school’s office '

enting loans are issued by the Vice Presi

s the modest operational m@m s of the S¢

the @rgamza*mn s ability to assist student

PRSLRALY

Source of loan fu ni; revolving payments with interest,

a

vided by the university
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Financial Summary 1981

Revenues:
P@W $62,998
$61,887
278
7,798
MNotes Receivable Fund Balance $ 5,790
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ARLINGTON ASSOCIATION, INC.
PURPOSE

The purpose of the Arlington Association as stated in its articles of incorporation is to pro-
mote a closer relationship among the faculty, staff and alumni of Eastern Kentucky Univer-
sity through the operation of a club which provides organized programs of social and
recreational activities, and in so doing, to create a better understanding of the educational
activities and opportunities at the university.

GOVERNING STRUCTURE

The Arlington Association is governed by a 22-person Board of Directors, eleven of whom
are elected from the membership of the Association by the total membership. Eleven posi-
tions on the Association Board of Directors are reserved for Eastern Kentucky University
personnel. These ex-officio members include the:

®  President of the University;

&

President of the Alumni Association:

@

President of the EKU Women;
®  Treasurer of the University;

®  Director of Purchases and Stores;

@

Director of Personnel Services:
®  Vice President for Public Affairs:
®  Director of Alumni Affairs;

©  Vice President for Academics:

o

o

T S o o Ve T v Qamatar o
Lhairman of the Faculty Senate: an

The president of Eastern Kentucky University is the ex-officio president of the Arlington

Association. The elected officers are:
@  Chairman;
¢  Vice Chairman;
®  Secretary; and
®  Treasurer.

The officers are elected by the Board of Directors from the membership of the Board of
Directors.

WHEN FORMED

i} L0
H

The Arlingion Association was incorporated on May 20, 1969, as a non-stock, non-profit
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corporation under Chapter 273 of the Kentucky Revised Statutes. Membership in the
association is available to eligible alumni, faculty and staff persons, and Century Club
members of Eastern Kentucky University. The association also has honorary memberships
as designated by the Board of Directors.

The Arlington Association is not located on the Eastern Kentucky University campus. The
Association receives its funds from membership dues, food sales and other micellaneous in-
come. The Association is self-supporting. Under a management agreement executed bet-
ween the University Board of Regents and the Arlington Association Board of Directors,
the Arlington Association reimburses the university for all support, including ad-
ministrative expense, of services performed by the University for the Association. These in-
clude the reimbursement of payroll expenses (for convenience Arlington salaries are run
through the University’s payroll system), and any other expense that the University might
incur relative to Arlington. The University owns the Arlington property and is concerned
with its proper maintenance and upkeep. Any repairs performed at Arlington by University
personnel are, however, paid for by the Arlington Association.

KENTUCKY STATE UNIVERSITY FOUNDATION, INC,
1. GENERAL INFORMATION
A. Purpose

ion according to the

S
ships, associations, government bodies, and public o
ations, and to maintain, use, and apply such pro-
income therefrom exclusively for the benefit of Ken

University, or of any student, faculty, or

-
A

S

U Foundation has 3¢ board members. Nearly all members
are donors active in fund raising or have some expertise useful io
the foundation. The executive committee members live within the
central Kentucky and Louisville regions so they can meet frequent-
lv. Even though it is not specified in the bylaws, the board has alurm-
ni representation (i16-alumni nominations are submitted by the
alumni association), regent representation (3), and occasionally a
KSU facuity or staff member,



c.

The Board is self-perpetuating and selects members from the com-
munity.

2.  Officers

d.

€.

President
Vice President
Secretary
Treasurer

Executive Secretary (Kentucky State University empioyee)

The Executive Secretary, signing alone, is authorized and empowered to execute, in the

name of the foundation, all routine insiruments arising in the day-to-day operation of the
business of the foundation.

3. Four Standing Committees

a.

l@]

Hxecutive Cominittee—{consisis of officers of the foundation, Ex-
ecutive Secretary, and four additional members elected by the
Board of Trustees). The executive Committee shail exercise the
authority of the Board of Trusiees to manage the affairs of the
foundation between meetings of the Board of Trustees.

Investment Committee—{consists of the President, Treasurer, Ex-
ecutive Secretary, and two additional members elected by the Board
of Trustees). The Invesiment Committee shall exercise the authority
of the Board of Trusiees to manage the varicus funds of the foun-
dation.

Grants Committee—{consisis of the Treasurer and four additional
members elected by the Board of Trustees). The Grants Committee
shall exercise the authority of the Board of Trustees io receive and
take action on all requests for funding by the University.

Fund Raising Commitiee—(consisis of the President of the Univer-
sity, a member of the Executive Committee, and five additional
members elected by the Board of Trustees). The Fund Raising Com-
mittee shall exercise the authority of the Board of Trustees to
develop plans and provide the leadership for the implementation of
fund raising activities, with particular emphasis on major gifts,
which will enable the University, through the foundation, to achieve
its goals and objectives.

When Formed

The Kentucky State University Foundation was incorporated on July 31,

1968.

Scope of Activity

The foundation’s activities invoive receiving and soliciiing gifts and contribu-

s a

tions used for the benefit of Kentucky State University. The major areas of
support include:



a. scholarships
b. Foundation Loan Program
c. additional volumes for Blazer Library

d. special support for Academic Departments and Programs of the Univer-

£
3.




B.

Policy on Gift Acceptance

A new policy on gift acceptance is currently being developed by the
Board. Right now the executive secretary can accept tentatively gifts up
to $50,000 without board approval. However, final acceptance must be
formally ratified by the executive committee. Some members would like

“to see the limit raised to $100,000. Gifts totaling over $50,000 can only

be accepted by the full board. Two special meetings of the full board
have been convened for this purpose in addition to their regular annual
meeting in May.

With the recent purchase by the foundation of a MagCard and Lanier
word processing system, a 24-48 hour receipt acknowledgement policy is
now in effect. As donations are solicited through the mail and later
received, letters acknowledging receipis are elecironically prepared in
advance to expedite the foundation’s receipting process.

11 reports are due.

General reports
donors and friends

laentity of ¢

Disbursemenis

Acguisiticn of Capital
cluded furniture, awa
fund raising purposes. i
dation, they are immediately deeded 10 the university.

Operation Expenses (Foundation Administration)-—0j
include office supplies, salary and benefits for one full
travel for the executive secretary, an annual audit, Annual
penses, postage and printing. '



Operation Expenses (Foundation Source)—The source of funds for
these operations are mixed in KSU’s unrestricted fund. The sources are a

combination of interest and dividends from investments and gifts and
contributions.

Operation Expenses (Auxiliary Operations)—The KSU Foundation does
not have auxiliary operations.

Expenditures Not Permitted by Imprest Authority
a. Travel advances to faculty and staff
b.  KSU Foundation Loan Fund (students)

Expenditures Falling Under the Model Procurement Code or Personal
Services Contracts

Nearly all KSU Foundation expenditures are the types addressed by the
Model Procurement Code or Personal Service Contract statutes, but as a
private corporation the Foundation is not required to adhere 1o KRS

e current KSU Foundation policy on expenditures is explained below:

Final responsibility for operating expenditures rests with the founda-
tlon’s Executive Secretary. Other expenditures are approved

Grants Committee.

siees keeps a record of iis proceedings and m:
annual report to the Board of Regents of Kentucky State Universit
The boarc approves expenditure p

predetermined based on the reguirements and cbligations of grants.

pRANAN D,

eets quarterly to direct the investment of liguid
, and federal agency notes.

stock is being recommended by the Executive Secretary as the basis for
an endowment fund. Currently, the investment advisory firm of
Blackburn and Sanford in Louisville directs the exercising of stock op-
tions at the approval of the Investment Committee Chairman as stated in
the contract. This firm receives a commission each time an option is ex-
ercised. Farmer’s Bank and Capital Trust Company serves as the custo-
dian of the securities and receives an annual two percent fee based OnufihCE
aggregrated amount invested. Some investment money is also deposited
in the four Frankfort financial institutions in the form of CD’s.



1981 Investments

Corporate Stock $79,493 (Ashland Oil,
Standard Qil of Ohio,
Haliburton, Nabisco,
L.ouisviiie Cement,
Third National Corp.)

Savings $2 @3&98 (CD’s, T-bills,

w

Federal Agency Notes)
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D. Reporting

All audits on major foundation activities are public and available to the
Council on Higher Education and other state agencies. Detailed monitoring
of KSU Foundation expenditures and receipts is conducted by the KSU

Director of Business Services, the KSU Foundation staff, and the firm which
conducts annual audits.

FINANCIAL SUMMARY
Total B
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B. Membership is annual based on established dues (currently $10).
C. All graduating seniors receive a complimentary one-year membership card.

Associate Memberships. All persons who are interested in the activities and
welfare of the University and Alumni Association may become associate
members, by paying dues annually. This will entitle them to all privileges ex-
cept holding national office.

et

Honorary Member. Outstanding individuals may be recommended by the
Executive Committee as honorary members to the general lobby.

Kentucky State University does not control |
cial assistance or resources except for use
Association meetings and activities,

MOREHEAD STATE UNIV!

NERAL

A, Purpose

]

Y I
b

Foundation itself.

d. One member of Board of Regents

2]

e, Three alumni of MSU

3

Others, up to 15, may be added by th

a. President of the MSU Alumi Association

b. President-elect of MSU Alumni Association

¢.  Chairperson of the Eagle Athletic Fund Advisory Board
d. Vice-Chairperson of Fagle Athletic Fund Advisory Board
e. Chairperson of MSU Scholarship Commitiee

f.  President of MSU Parents Association
7
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These members may be selected from the community-at-large.

2. Officers
a. President-MSU President
b. Vice President-chosen from membership
c. Secretary and Treasurer-may be combined

d. Executive Director-employed and paid by the Foundation Board of
Trustees.

Formed

Formed in 1979.

Scope of Activity

i. aids the University in growth and development

2. solicitation of gifts

3. provides financial aid to students

I P )
i, DCRoLar-

e

The Executive Director and Treasurer are paid by the Foundation.

D e 7 T3 7T 22
Revenues

1

o ) 9 1 R S A Al trilrtiane ey Tine =y TEREY g .
i. Money is generated only through gilis and contributions o the Founda

2. F 1 accepts atn

moneta ¢ the Foundation has ¢
i fa ipment.”’

3 No funds are “co-mingled.”” Bach fund maintains its own identity. ”fm
Funds are: Alumni Projecis Fund, Eagle Aihi@ticaiﬁuna,@{r@at@&t N@ws
Fund, Parents Fund, Scholarship Fund, other designated gifis, and gifis
H 1

4. The MSUT has no auxiliary operations.

Disbursements

Sy
o

The only capital items purchased are for instructional purposes, such as
microscopes. Other capital items currently owned are gifts.

iND

Since no audit was available, it is not clear how that amount relates (o
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the total fund balance of over $200,000. It appears for operational pur-
poses $31,016 was received from contributors and $10,149 was spent for
operations, with $20,868 as a total amount in ‘‘various accounts.”

3.  Approximately $30,000 this year was allocated for salaries, travel and
support services. The net remainder was available for promotion pur-
poses.

4, Investments are made by the Budget and Investment Committee. Cur-
rently investments are made in relatively small amounts in FDIC insured
Certificates of Deposit. The deposits are timed to come due twice a year
when scholarship monies are paid out.

L

As a private corporation, MSUF is not bound by state purchasing pro-
cedures.

6. The Foundation makes no loans. The determination of scholarship fun-
ding is made each year, and is contingent upon contributions and
““greatest needs’’ allocations. The amount of funds earmarked for
scholarships varies from vyear to year due to fluctuations in contribu-
tions. The Scholarship Committee selects recipients for Foundation
scholarships.

All staff are paid by the Foundaiion.

£.  There is no indirect cost policy. The foundation rents office space
the University.

C. Transfers
1. idation makes no Only
payments are reimbursements
2. The Foundation gets money f{rom the University only through reim-
bursement (e.g., if the University received a donation, part of which was
specified for Foundation use, then the University would reimburse the
F for that amount).
Quarterly and annual reports ar [ Direc
tors. The Executive Director and Executive Commitiee meet often (a
weekly) to discuss Foundation activities. Audits are to be performed;
however, to date none have been prepared.
Total Revenue FY 81 $31,016 (9/80) + $267,887 (FY 81)
Total Expenditures FY 81 (operations) $10,148
Total Fund Balance FY 81 (gifts) $200,037
Total Disbursements (to university) Not Available

MOREHEAD ALUMNI FOUNDATION, INC.

The Alumni Foundation was established in 1961, It is incorporated and has no bylaws. It
has historically been inactive, having no members or receipts. This group now functions
partially as a MSU account under the name ‘‘Alumni Association.”” It is a part of the
regular MSU accounting system, and is audited annually with the remainder of the MSU
accounts. Its purpose now is to act as a conduit for disposal of some MSU surplus land.
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Any revenue generated by the disposal of this property is deposited with the Department of
Finance in the Capital Construction Division. Since this is a University account and subse-
quently falls under the auspices of MSU itself, the activities are overseen by the Board of
Regents of Morehead State University.

The Morehead Alumni Foundation handles the disposal of some property located in
Morehead. It is otherwise inactive.

The Alumni Association operates now as a restricted agency account under the auspices of
the University. The Alumni Association is not incorporated and is not a legal entity.

MURRAY STATE UNIVERSITY FOUNDATION, INC.
PURPOSE

STATED:—“to do and perform all things necessary for the development,
growth, expansion, progress, the accomplishment of educational objectives, the
development of the physical plant, the improvement of the faculty, and aid to the
student body and alumni . . . .”’

GOVERNING STRUCTURE

I, Board of Trustees consisting of fifteen members. The fifteen members shall in-
clude the following:

A. President of the University
B. Two facuity or staff
C. Two alumni
¥ Officers
A. President (President of the University)
B. Vice President (member of Board of Trustees)
C. Secretary-Treasurer

[} Six Standing Commitiees

A, Executive Committee—at least five members of the Board of Trustees. Presi-
dent serves as chairman.

8. Finance Commitiee—at least ihree members of Board of Trusiees.
C. Investment Committee—iwo members of the Board of Trustees who, along
with two members of the Board of Regents, comprise the Joint Invesiments

Committee of the University.

D. Nominating Committee—the President and two other members of the Board
of Trustees.

o1

Audit Committee—three members of the Board of Trustees (excluding the
President).



F. Other Committees—as determined by the Board of Trustees.

The foundation’s Board of Trustees is self-supporting. Three of the fifteen
members are university employees.

WHEN FORMED

The Murray State University Foundation was incorporated on May 20, 1946 as the Murray
State College Foundation, a domestic, non-stock, non-profit corporation organized for
educational and scientific purposes. The name of the foundation was changed to the Mur-

ray State University Foundation by an amendment to the Articles of Incorporation on
September 26, 1966.

SCOPE OF ACTIVITY

1. Purchase, lease, receivership, ownership, sale or conveyance of real and per-
sonal property of all kinds.

2. Receipt (by gift, bequest, devise, grant or purchase) and retention of any real

or personal property and use or disposal of same for purposes of the corpora-
tion.

3.  Administration of private and federal grants awarded to the university and to
the Foundation.

10 of donated fung
Of qonated 11l

ceipt and administration of dor unds restricted in purpose and use by
donors,
5. Administration of short-term loan program for the benefit of faculty, staff

and students.

The foundation has an adminisirative staff consisting of:

t. Executive Director (Thomas B. Hogancamp)

2. Secretary Treasurer of the Board {(Joanne Cohoon)
3. Bookkeeper (Dorothy Barrow)
A, REVENUES

[a—

Contributions—Maost of the cash contributions (gifts) received by the foun-
dation carry restrictions relative to use. These funds are accounted for in the
““Restricted Fund’’ account.

2. Indirect Costs—Since 1957 the foundation has administered many of the
federal and private grants awarded to the university. In fact, some grants are
made in the name of the foundation rather than the school. All costs for
grants administered by the foundation are borne by the foundation. The
foundation collects indirect costs for administrtaion of some of the grant
programs. In fiscal year ended 6/30/81, forty percent of the indirect costs
collected from grants having indirect cost provisions were returned to the
university; more specifically, to the academic college from which the grant
proposal originated.
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3. Lease Income—The university leases an executive car from the foundation
and a boat which is used in the Commercial Fisheries, Cumberland Mussel
Survey, and Fish Attractor Grant programs. The foundation owns both the
automobile and the boat. Upon termination of the lease the boat will become
the property of the university.

4. Advances and Loans Payable—The foundation periodically makes loans or
advances to various grant programs which it administers pending receipt of
actual funds from the federal government. The foundation’s unrestricted
fund is reimbursed for the advances.

The foundation purchases various properties on behalf of the university to
hold until such time as the university can assume ownership of the property.
As of June 30, 1981, $88,365 had been borrowed from MSU Agency Funds
for the foundation to purchase three parcels of property. These were the Cut-
chin property (2 parcels) and the Wilson property (1 parcel). These properties
are still in the process of being purchased by MSU.

Lo

Interest Income—The foundation receives investment g,ami;ﬂgg from its two
general investment pools. The earnings are prorated to the restricted and
mreswm@d accounts in the invesiment p@@ﬁ Interest income is also received
from a foundaticn money management account, a NOW checking account
and a savings account.

APPLICATION OF REVENUES

Revenues are closely tied with the purpose of the foundation.

POLICY ON ACCEPTANCE OF GIFTS

5 (b) and (f) of
is authorized to
and Ti‘vaL any resirictions or

oration and previous board
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for routine gifts.

foundation will :
mains with

IDENTITY OF FUNDS

Unrestricted funds received by the foundation are identifiable upon receipt but lose that
identity when accounted for in the foundation’s General Foundation Account. General

oundation Account funds include unresiricted cash contributions; indirect cosis from
grants; income from leases; repaid loans, advances and expenses, and interest on
unrestricted pooled investments.

All restricted funds are maintained in separate accounts and maintain their identity by
source. Interest earned from investment pools is pro ated back to each separate account.
Restricted fund money includes coniributions to individual scholarship accounts and loan
programs, private and federal grants, and prorated interest from pooled investmenis,

AUXILIARY EXPENSES

Thé foundation operates the University Bookstore and is in the process of constructing a
golf course.
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Golf Course. In September, 1979, a 173-acre farm was donated to the Murray
State University Foundation by Mr. L.D. Miller, Jr., with the stipulation that the
foundation develop a golf course on the land in honor of the donor’s deceased
wife. It was further stipulated that ownership of the land would be transferred to
the First Baptist Church of Murray, Kentucky, if a golf course was not developed
within a ten-year period. (On July 21, 1982, the reverter clause was removed from
the land conveyance by Mr. Miller, with concurrence by the First Baptist Church
of Murray, and the land conveyed to the Foundation without restrictions.) The
appraisal value of the land when received by the foundation was $173,000.

On July 15, 1981, the Executive Commiittee of the Foundation Board of Trustees acceptied a
bid for $720,300 for construction of the Frances E. Miller Memorial Golf Course.
Unrestricted certificates of deposit owned by the foundation were pledged as security for
$1,000,000 line of credit from two Murray, Kentucky banks. June 30, 1981 financial
records indicate that no funds had been drawn from the line of credit and that only
$550,000 is anticipated to be borrowed during fiscal years 1982 and 1983.

The consiruction of the golf course is being financed by the foundation through private
o )ind

gifts and profits from the University Bookstore. Actual cash expenditures as of June 30
1981, totaled $36,446.22 for surveying, engineering, land clearing, and other costs
associated with initial planning and construction prior to letting a consiruction contract. /
completion date for consiruction of the golf course has been set for 1983. It is anticipated

that construction costs will be completely paid for in 1988.
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to the Murray State

i of $40,613.35, 1
L formal agreen ,
the foundation and the

b

®  the foundation to maintain a bookstore inventory equal in value to ¢

time of transfer, and that title to said inventory remain with the BNIVErsity;
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ownership of bookstore inventory and inventory funds remain with Murray
State University and that the transfer be ““mutually understood and agreed to
be a transfer of control and beneficial use only.”’

The contract does not call for a specific use of bookstore profits by the foundation. Cut-
rently bookstore profits are restricted for use in construction of the Frances E. Miller
Memorial Golf Course.

The inventory and inventory funds transferred to the foundation under the agreement are
valued at $404,850.60. June 30, 1981, financial reports indicate that $4,300.08 interest on
fiscal year 1973-74 net profit has been accrued. (In the formal-agreement transferring
bookstore operation, the foundation agreed to pay seven percent interest on the 1973-74 net
profit plus $4,100 held for the purchase of inventory.} In addition, $5,386.55 from the sale
of certain fixtures from the former bookstore location and $31,000.08 representing cash in
bank, accounts receivable, and purchase returns (less accounts payable) which were in ex-
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istence at the time of the transfer have been added to the restricted inventory account to
which the university holds title.

The University Bookstore is located in the Un1vers1ty Center on the Murray State campus.
A formal rental agreement between the university and the foundation calls for $25,000 rent
and 315,000 utilities on an annual basis. The bookstore covers all of its operatlonal ex-

penses, including employee salaries. Net profits for the bookstore for fiscal year ended
June 30, 1981, were $187,168.70.

B.

DISBURSEMENTS
Acquisition of Capital Items

The foundation’s acquisition of capital items has mainly been for the purpose of
holding property for the university until such time as state purchasing procedures
permit the university to assume ownership. At the end of FY 1981, the foundation
held $88,365 worth of real estate for the university.

The foundation does, however, have a $50,000 investment in real estate and a
$216,545 .98 investment in the Miller ¢ W@Ef C@urse The foundatmn owns $2,100 in
office equipment and an automobile, boat and trailer which are leased to the

university. A gun collection given to the foundation is maintained in fixed asset
accounts at a value of $22,430,

Operational Expenses

an)

The umy expenses accounted for
termed ‘“‘operational’”’ are expens
studies, travel and meetings and pri

J=IeIx=2

inancial reports which may be
’F) audits and internal conirol

Operational Expenses—Source

The foundation’s main operating expenses are assu 5 3 ity.
salary and benefits of foundation staff, egwmam@ at %36 GGO are p&id by the
university. Foundation p@s@me% estimate additional operating w{p@m
proximately $14,000 annually. The university provides office space 101 the foun-
dation,

Investmenis

The foundation uses an invesiment pool concept in order to obt
return on investments. The investment pool chu es foundation |
Central Agency Funds, and MSU Alumni Association funds.

The g@v&mmé structure of the foundation includes an Invesiments Commiitee

which consists of two members of the foundation Board of Trustees. These per-

SONS, al@ng with two members of the Board of Regents, comprise the Joint In-

ves%:m@m% Committee of the univer 'y. The foundation Invesiments Commities
recommends investment policies to the full Board of Trustees.

The foundation maintains a prudent p@swm for investment purposes, which does
not include speculative purchases. Most of the foundation’s investments are held
in certificates of deposit. Stocks held by the foundation have been donated.

Loans and Scholarships

The foundation does not make general loans to faculty and studenis. Members of
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the faculty are eligible, however, to receive official travel loans of up to $500 from
the foundation.

The foundation administers approximately 150 scholarship programs. This is in
addition to approximately 90 scholarships administered by the Alumni Associa-
tion and a number of Presidential scholarships issued through the school. Unlike
the Alumni Association, the foundation is not involved in the selection process for
the individual recipients of the scholarships which it administers. A University
Scholarship Committee at the university coordinates and selects the recipients of
scholarships. No member of the foundation’s governing siructure or the founda-
tion staff is a member of the University Scholarship Committee. Dr. Hogancamp
does, however, sit in on committee meetings as an interested party. There}s no agi=
ministrative charge from the foundation to the university for administration of its
scholarship program.

Staffing-—-Compensation

The foundation has a three-person sta which is part-time. The staff con-
sists of the Executive Director {who is part-time), an administrative secretary, and
bookkeeper. The foundation staff are university employees. There is no reim-
rsement from the foundation to the university for salaries and benefits. Dr.
Hogancamp estimates that staff salaries iotal approximately $36,000 annually.

Indirect Cost Policy

v

1Y

such a poli

university’s land-use plan by |
such time as the university can complete purchasing p
Department of Finance. The foundation then seils the pro;

unmversity,

been purchased i
oundation re
I estate held b

ndation. This
nal $12,800
oundation 1§

t represented the
t0 cover costs related io [ 3
holding three parcels of real estate for the school. The foundation has berrowed
$88,365 from the university agency fund for the purchases. Agency funds consist
of funds from various student and faculty organizations.

The university leases an automobile from the foundation for use as an executive
car.

Direct Payments to the University

The foundation pays the university $25,000 and $15,000 respectively, annually for
rent and utilities for the University Bookstore.



The foundation reimburses the university for the salaries of the bookstore
employees.

Services for Which Reimbursement May or May Not be Made

The foundation does not reimburse the university for provision of staffing, space and other
operating costs.

The University does not reimburse the foundation for the use of sod, a storage building,
housing properties, dirt storage, or for support provided in the areas of student recruit-
ment, faculty research, and public relations.

The foundation pays insurance and appraisal costs for property purchased on behalf of the
university and does not seek reimbursement from the school.

The foundation provided funds, $15,000 and $55,000, for the consiruction of iwo horse
barns on the University Farm in support of the university’s Horsemanship Program. One
loan has been fully repaid. The remaining loan is being paid from stall rental fees and is
scheduled to be fully repaid on January 1, 1991. Actual repayment is running ahead of the
schedule,

Unreimbursed Services Provided o the Foundation by the University
Staffing (estimated by university personnel at $36,000)

Space {for conduct of foundation business)

Form of Transfers

=

All transfers ney between the foundation and the university are done by

The foundation is audited annually by an independent auditor recommended by
the Audit Committee and approved by the Board of Tmst@@sg In addition, annual

@meiu@ to each member of the foundation Board o

is made to the UNW/@TQ”V Board of Rffﬁﬁ

Tr»w,smes Mg ¢

Total Revenues FY 1981

Unrestricted Foundation Account $ 200,323.93
Federal, Private and State Granis 1,893,377 .88
Restricted Fund Accounts 3,567,686.39

TOTAL $5,661,388.20

Total Expenditures FY 1981

Unrestricted Foundation Account $ 29,806.45
Federal, Private and State Grants 2,008,179.94
Restricted Fund Accounts 3,518,423.27

TOTAL $5,556,409.66
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Total Increase in Fund Balances FY 1981

Unrestricted Fund Balance $ 172,767.48
Restricted Fund Balance 89,637.54
Total Fund Balance 2,932,083.00

Total Disbursements to University FY 1981

Rent and Utilities for Bookstore $ 34,485.46

MURRAY STATE UNIVERSITY ALUMNI ASSOCIATION
PURPOSE

The purpose of the Murray State University Alumni Association is to organize
and coordinate the efforts of former students and graduates 1n assisting the university, its
students and alumni, and in promoting the welfare of the institution.

GOVERNING STRUCTURE
The Alumni Association is governed by an executive council consisting of the of-
ficers of the association and fifteen additional members elected from and by the

as a whole. The specific makeup of the executive council is as follows:

1. Presideni—elected by the membership of the association;

5 Treasurer-eleci—elected by the membership of the association;

4.  Secretars

reasurer—appointed by the President of ihe
nroved by
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5 Associate members—one from each recognized Alumni Club of the Associa-
tion. These members have no vote.

Ax
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Alumni Association |
o 1 K
ne i, 1

for the then-Murray State Normal School
College was formed on June 1, 1926. The present alumni association is a succe
organization and operates under a consituiion adopted February 1, 1964, amen
1966.

f;D

SCOPE OF ACTIVITIES

1. Solicitation of funds for the educational purposes of Murray Siate Universi-
£y.

7 Maintenance of records and statistics on Murray State University graduates.
3. Arrangement of activities for reunions and homecoming activities.

4. Provision of scholarships for worthy and needy students.
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The Murray State University Alumni Association is included as a budget unit in
the university’s accounts. The Association also raises funds through fee collection and con-
tributions from among its membership. The association operates out of the General Ser-
vices Building on the campus. Four full-time staff persons are university employees.

The University exercises control over Alumni Association expenditures and ac-
tivities which are supported by state funds. The university does not control those funds
which the association raises independent of the school.

The Alumni Association has a three-member standing Investments Committee
whose members are elected by the Association’s Executive Council. The Murray State
University Foundation acts as custodian for certain unrestricted funds of the Alumni
Association.

FY 81
Total Receipts $ 87,000
Fund Balance 506,000

on campus,

B. Roard Structuse

of f{he R@ard @1
ara b&cm
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C,

give money, raise money, or knowledge of and influence with those in-
dividuals and organizations who give money. Special expertise related to
foundation projects is also sought for board members, such as engineer-
ing, land development, and finance. The foundation board is also a
place where former regents can continue to be active in the university.
Each year the entire board is up for re-election.

2. Officers

a. Chairman

b. President

¢. Vice President

d. Secretary

e. Treasurer

Each shall be elected by the Board of Directors. Such other officer
may be deemed necessary may be elected or appointed by the Board

Directors. (The President of the Foundation shall be elected from
Central Adminisiration of the Universiiy.)

Lomimitt
)

‘When Formed
Development Foundation
a5 a domesti

noer Ke

Scope of Activity (as stated in Ariicles of Incorporation)

i. toemployany personnel . . .

2. to provide for membership . . .

(CV]

to purchase, lease, receive, own, and to sell, lease, donate, and convey
real and personal property of all k'nds . . .

4. to borrow money and give its notes or other obligations therefor and to
secure payment therefor by pledging, assigning, or mortgaging any pro-
perty it may own or revenue it may reasonably anticipate . .

o

to receive any donation(s) in the making of which the donor may direct
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the purposes and uses for which said donation shall be applied. Then in
that event, such donation shall be kept separate from the general fund of
the Corporation and the same shall be applied as directed by the donor,
provided said purpose does not conflict with the purposes of the Cor-
poration .

6. to provide, with or without fee, administrative services necessary Or
desirable for implementation of privately or publicly derived educational
support funds, grant awards, grants-in-aid, or agreements made to or
with students, Aawhya staff, alumni, or other appropriate individuals or
organizations . . .

7. to make loans or grants through the University to students or faculty for
educational purposes . . .

8. to enter into contracts with private and pabhg entities for the purpose of
conducting research, demonstrations, and development: al program
propriate to the ob]@ctwps of Northern Kentucky University, or i
cessor, and to provide such fiscal a ,,d administrative services as a
guired under said contracts . . .

. ental programs oOr

other lawful acts reasonably ne
u»,‘p@rafu@m -

(ﬁ

ministers, am acknowledges gifts in support of Northern Kent:
fr/ and is planning o develop a 70-acre Foundation- @wm@@ area

cent to t"? @@,mpug with donated funds and a2 8V2% 1
Aaﬁld « he rental income {rom this development is «
| ty endowment.

business under development on the land is 2 nats Lres
a velor t facility for the Kroger Company. The w , mducafio
emer which 1 pﬁannaf@ as an adjunct to the re»@arc‘p velopmes
iacahzy will require the addition of a quality motel for whmh letters have

been sent (o mi;ﬁrmsted motel developers and chains.

Negotiations are also underway for business and banking developmenis.
Other plans for property development include an office building for state and
county government, shopping facilities, and a multi-family residential
building. Between 600 and 1,000 persons are expected to be employed by
non-residential developmental uses on the property, according to the Foun-
dation.

Other current projects include (1) financial aid to students in the form of
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scholarships, fellowships, and loan funds; (2) development and recognition
of outstanding faculty (including a $1,000 check presented to an outstanding
faculty member each May; (3) presentation of a distinguished public service
award to a northern Kentucky citizen (gold medallion, name on plaque, and
lapel pin or pendant; (4) general enrichment; (5) support for the Provost’s
academic fund; (6) support for faculty research, leave time, course develop-
ment, additional study, and preparation in emerging fields; (7) purchase of
special collections or items deemed valuable in the pursuit of research pro-
jects or other phases of academic development; (8) provision of emergency
loan fund for students; (9) operation of athletic housing facilities; and (10)
lease of automobiles purchased by the Foundation to the University for
presidential usage.

Fund raising revenues come from gifts from donors, receipts from vending
machines (located in a 200-square-foot area on the first floor of the Louis B.
Nunn Building, leased by the foundation from the University for $200 per
year since 1976), fund raising projects, including those sponsored by the
Alumni Association and the Gold Club.

Staffing
{0 administrative staff is provided for in the Foundation’s articles or bylaws,
except that officers may be compensated for the performance of their duties

for and on behalf of the corporation, as determined by the Board.

o 7
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The Foundation’s staff inciudes the Foundation President {(a University
employee who spends one-third of his time on Foundation work) and the
pari-time assistance of four University-employed assistants. Three other in-

h Alumni Affairs and four of the University’s financial af-
fairs employees also help with the foundation. Staff are University employees
and are paid by the University.

FLOW OF FUNDS

A, Revenues

I.  Sources of Revenues (see attached chart)

b. vending machine commissions (located on property leased from the
University)
c. interest earned on investments

)

G. rental income {athletic houses)

op

Receipts and Purpose of the Foundation

Receipts are closely tied to the purpose of the foundation.

o

Policy on Gift Acceptance

Nearly all private money or in-kind contributions are a result of solicita-
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tions by the foundation and thus are received by the foundation. Rarely
is an unsolicited gift given to the university proper. When this happens
the university will accept gifts.

On one recent occasion, the foundation turned down an in-kind gift of a
building in Newport, Kentucky, because of the expense involved in
maintaining, renovating, and protecting the facility.

If a gift is given for a specific reason or purpose the foundation will
generally accept it (if it is a monetary gift), and then invest it. A joint
meeting will be set up with the foundation president, the donor and the
university person who would be overseeing the implementation of the
gift’s designated purpose to discuss how it will be used, or if it can be us-
ed for said purpose. If the gift can be used for a designated purpose,
then whatever monitoring or reporting requirements the donor would
like are set up. If the gift cannot be used for its designated purpose, the
donor will be asked if he wants his initial donation back and/or the in-
terest it has earned since being deposited with the foundation. Generally,
donors permit the foundation to keep the gift.

The T ar’s Office and the comptroller manage and deposit all
foundation monies. Qe@eﬁph are made by the foundation staff.

Identity of Funds

All restricted funds are maintained in separate accounts and are iden-
tifiable by their source.

Auxiliary Operations

The foundation operates vending machines and rental property for use

e University.

inY
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lication of Revenues Over Expenditures

re used (0 purchase the land (morigage payable).
1 the Foundation include awwd% printing, in-
interest, college guests, scholarships, and a car.

g‘) urchased by Foundation)
g g\pm chased by Foundation)
1ased by Foundation)
nn @ \«Umverséiy employees)
) fﬁ:m;ﬁi@n {University employees)

Tam

A
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Acquisition of Capital Items (Purpose)

a. Development of 70-acre high technology research and commercial
park. The rental income from this park will be the basis of a univer-
sity endowment.

b. Car leased to university president {to make money and provide a
service},
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Operation Expenses (Foundation Administration)

The only operational expenses listed in the audit for the administration
of the foundation are for printing, legal fees, insurance, audit fees and
travel . Al other administrative expenses, such as personael) are piad for
by the university.

Operation Expenses (Foundation Source)

The sources of funds for printing, insurance, legal fees, audit fees, and
travel are mixed in the NKU Foundation’s Unrestricted Fund. The
sources are a combination of interest, contributions, rental income, and
vending machine income.

Operation Expenses (Auxiliary Operations)

The source of funds (interest, contributions, rental income, and vending
“mom } for auxiliary operations is the NKU Foundation’s Unrestricted

Fund. The current NKU Foundation aumhary operation expenses in-
clue: leased space for vending machines, maintenance of rental property,
and limited administrative expenses for the 70-acre property develop-
ment,

Tonyueal -
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*’*Wpéﬁd&dﬂfég Falling Under the Model Procurement Code or Personal
Services Contracts

on expenditures are the types addressed by
Pmcuremem Code or Personal Services Contract

orivaie corporation the foundation is not required to
s 45 and 45A of the Kentucky Revised Statutes.

Py

NKU Foundation policy on expenditures is presented below:

The responsibility {or approving expenditures from the Foundation’s
”mevM @p@ra@% Adg@t is as follows: President of the Foundation or
Secretary-Treasurer of the Foundation, up to $500; President of the
foundation, over $500.

B@afd of Directors may authorize any officer to enter into any con-
1 nd deliver any instrument in the name of and on behalf

be contracied on behalf of the Corporation and noc
lebtedness shall be issued in its name uniess authorized by
the Board of Directors.

All checks, drafts, or other orders for the payment of money, notes, or
cmhe evidences of indebtedness issued in the name of the Corporation
shall be signed by at least one (1) officer of the Corporation, that being
either the President, Secretary or Treasurer.
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7. Investment Policy

The Foundation’s Finance Committee makes investments. Most of the
investments have been in land and a house ($473,547) with the rest in
U.S. government securities ($91,892), CD’s in various northern Ken-
tucky banks ($69,263), money market certificates ($10,000), and
marketable securities ($1,524). The investment policy is to obtain the
maximum yield possible on investments that are safe and will be used for
foundation’s goal of supporting NKU.

8. Policy on Loans and Scholarships

The university director of grants and work/study handles the
disbursements for student loans and scholarships. The university Pro-
vost handles all disbursements for academic purposes (faculty, research,
etc.)

S Compensation of Foundation Staff

The NKU Foundation does not compensate any employees. All staff are
paid by the umversﬁy Each university employee who performs work for
the foundation does other university work as well, such as teaching or
other administrative duties.

ace

10, Policy on Indirect Cost

e

The NKU Foundation has no indirect cost policy. The NKU Foundation
does not presently receive research grants.

ransiers
1. Direct Payments {o the University
Rent for vending machine space and maintenance on athletic houses.

2. Receipts from University
Rental income: car for use by the University President ($330 per month
paid to the NKU Foundation).

3. Form of Transfers

Maintenance on the athietic houses is paid pursuant to a contract, Travel
advances to faculty and staff are simple disbursements.

Detatled m z:" toring of NKU Foundation expendifures and receipts is con-
ducted uy the NKU Business Services Division, the NKU Foundation Presi-

dent, and the firm which conducts annual audlts@ The audits are public and
are available to the Council on Higher Education and other state agencies.

Budg ts are made annually by the Foundation’s Finance and Executive Com-
mittees and presented to the full Foundation Board of Directors for ap-
proval.

I3
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Financial Summary

Total Revenues for FY 81 $253,277
Total Expenditures for FY 81 49, 425%
Total Fund Balance for FY 81 199,728
Total Disbursements to University 4,125

*Excluding disbursements to the University.

NORTHERN KENTUCKY UNIVERSITY ALUMNI ASSOCIATION

NOTE: This Association is currently in the process of revising their constitution and for
the first time, drafting a set of bylaws.

PURPOSE {stated)

The purpose of the Association shall be to reflect Alumni opinion, to serve as a channel of
communication between Northern Kentucky University and its graduates and to promote
ihe welfare of Northern Kentucky University, and bring together for a lifetime association,
graduates of the University, same to be centered around the activities of the University.

STRUCTURE
ky ij /@gs*fgy Goes have limited control of the Alumni Association
1 rs (who sits on the Alumni founcﬂ} and the staff it
verning body of the Association is the Alumni Courn-
) ¢ion may hold membership in the Council. Selection

y i a\;@my of active alumni voting. Nominations to
ng to the Nominating Committee between August

&

Ly o
o,
it
%
=
0
i
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ciafion include the following:

o
]
=
=
=
ﬂ

ol { Financial Affair mmrks closely with the Alumni Office
COnNCEerning @a,nkmg SpOnSibﬂiﬂ@S and oversees the collection and disburse-
ment of monies)

Duecwr of N@ hem Kenmcky University, an assis-
! n Kentucky University, the Student Government
qtoand the Sem@r Mdss President. The Alumni Director has voting
leges; other ex-officio members do not.

incii memberships include nine generally elected council members and all

I members serve for three-year terms.

1 Pme members of the staff of Alumni Relations are, as
), (2), appointed by the President and approved by the
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Board of Regents of Northern Kentucky University, with due consideration given
to the recommendations of the Alumni Council.

B. Membership

Active members of the Association are those graduates who have received
dinlomas from Northern Kentucky University, as well as those who have attended
the University for a minimum of one full academic year and are not presently
Northern undergraduate students. First year’s membership in the Association
shall be free to all graduates who have received diplomas from Northern Kentucky
University. Annual membership fee shall be $2 for single membership. Annual
membership fee for associate members shall be twice that of active members.
Associate members of the Association are those individuals who do not qualify as
per Article 11, Section i, but are interested in associating themselves with the active
ziumni in their support of the University.

C. Commitiees

The only standing committee is the three- to seven-member Nominating Commit-
+1

ree. Other committees may be formed by a majority vote of the Alumni Council.

WHEN FORME
The Northern Kentucky University Alumni Association was formed in 1972,

SCOPE OF ACTIVITY

o 1

General membership meeting (held annually)

1i Council meetings (held quarterly on the call of the President)

Kentucky Univ

Three 2t ; versity employees assist the Alumni Association by perform-
ing staff | ons. The Alumni Association has no paid staff.

FINANCIAL INFORMATION

e Alumni Association’s monies are accounted for in the University’s Agency Funds and
- 2

-]

the Foundation’s Resiricied Fund. Association dues are accounted for in the Agency Ac-
count, whereas Alumni gifts, contributions and money-making events are handled through
the Foundation.

Only mfc Association céuef; account is listed below. The audit of Alumni monies is included
in the University’s Annual Audit Report.

Fiscal Year Ended June 30, 1981

Balance Forward $3,985.65
Receipts 4,359.50
Disbursements 7,405.94
Ending Balance $ 939.21
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UNIVERSITY OF KENTUCKY RESEARCH FOUNDATION, INC.
PURPOSE

To promote all educational purposes, scientific and 1

® initiating, aiding scientific researchs

®  training persons for

®  furnishing means by whic!

®  assisting in dissemination
fellowships, scholarships, ar

BOARD STRUCTURE

The Board is controlled ffﬁyi
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STAFFING

UKRF has no staff of
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Revenues

Receipts come from five primary sources:

FY 1981
Federal research contract and grants $20.5m
State research contract and grants $11.3m
Private research contract and grants ($2,238)
Endowments, gifts (old or specifically designated) $.455m
Interest income $.441m
Other $.19Im

Contracts fo
If contracis
restricted acc
the terms

varded either directly to the Umvsrsﬁv or to UKRF.
to the University, the mm act fu

uired by the grantor)

A

; O COUrse, req

Often cor
fﬁfﬁquifﬂ‘“ 'z‘,m@ 4

with 1 K“ grantor specifie

UKRF research contr d{,
UKRFE continue to stay Thcwa

the Board of

0 %'?ﬁ@
, eXpenses,

gmu terms of dﬁsburs&:mem for expenditures that are

per miﬁ:@d 1€ Fo undatmwa@ ong: it 1s consistent




R

i@ﬁ'@fgﬁ are pfesemw d to
the Office for Policy and Ma

BEPC

or the Foundation or are spent on a letter of credit basis, expenditures do not
process through the state’s disbursement system. Generaiiy, purchases are ac-
tually made through the purchasing system used by the entire University.
Departments are delegated small purchase authority out of their particular
contract. Expenditures beyond that authorization must be reviewed and ap-
proved by the Board of Directors

Indirect costs are determined on ihe b sis of a budget pﬁemred gach year for

the operation of UKRF and the general support provided by the Lmversny in
the form of support personnel ar m:% general overhead costs involved in using
University facilities for research. That amount was approximately $3 million

in both FY 80 and FY 81. Those funds are transferred through accounting en-
try from UKRF to the Umversm/ rather than by contract.

The Investment Commiitee o
as the investment c@mmm ee
dation. All endowment
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UNIVERSITY OF KENTUCKY ATHLETIC ASSOCIATION, INC.
PURPOSE

To promote athletics and physical culture.

BOARD STRUCTL!

cking Board consisting of the President of the Universi-
or Administration of the University of Kentucky, the
for the University of Kentucky, the Vice ?r@sidcm for
of Kentucky, the Faculty Cha&;man of Athletics,
, ang d the Vice President for [

The Board of Directors
ty of Kentucky, the ¥
Vice Presider

two
K@nmckiy) sEV

whom shal




Investment of gifts is managed through the comptroller of the University’s office and is not
managed by the association itself.

Expenditures for football were $3.1 million in FY 81, and for basketball $1.2 million, with
other sports expending $890,000. Administrative expenses totaled almost $670, 000. In
total, revenues exceeded expenditures by slightly more than $1.5 million. That amount was
reserved for the plant fund to be used for future construction.

FY 81
Total receipts $7.6 million
Total expenditures $6.0 million
Fund balances:
Accounts receivable and cash (unrestricted) $492,104
Investment in plant $2,457.218

$1.5 million
UNIVERSITY OF KENTUCKY BUSINESS PARTNERSHIP FOUNDATION, INC.
PURPOSE

Disbursements to University
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BOARD STRUCTURE

Presid@n" Vice President, Secretary, Treasurer. President and Vice President are elected by

eneral m@mb@vsmg Other officers are appointed by the President. The Executive Com-
mnuee isco mp@sc&:@ O 13 members, 6 of which are appointed by the President. Presidents of
@m ai :{mm @ € eX-( officic members of the Executive Committee, The Unive rsity does
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WHEN FORMED
1933.
SCOPE OF ACTIVITY

Activities include procuring funds, selling and owning property, publishing magazines, ac-
quiring property by gift, and organizing alumni clubs.

STAFFING
Payroll for FY 81 was $170,562.
REVENUES

Revenues of $564,000 are generated from membership dues, alumni projects, gifis and
umversity contributions. University contributions include the use of the university-owned
Helen G. King Alumni House, which was built with funds raised by the Alumni Associa-

P>

relations staff and the Alumni Association use thic
rance on the building.

building.) The Unjver:

T TEDT T S AN
DISBURSEMENTS
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Scholarship F L 2 bals

o 1
e Century Fund d
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7 staff working in alumni i T

82



McDOWELL CANCER NETWORK, INC.
PURPOSE

The purpose is to participate with the University of Kentucky in the planning and im-
plementing of a cancer center education program and a cancer control program pursuant to
two grants from the National Cancer Institute of the National Institute of Health. The pro-

grams are to foster research into causes, prevention, detection, diagnosis and treatment for
cancer.

The University of Kentucky serves as fiscal agent for the corporation.

BOARD STRUCTURE

The Board of Directors is appointed by the President of the University with the approval of
the Board of Trustees. One-third of the Directors are full-time faculty members of the
University, including the Vice President of the Medical Center, the Chairman of the Com-
mittee on Cancer of the Medical Center, and the Dean of the School of Medicine. Two of
the Direciors are the Fayette County Judge and the Commissioner of the Bureau of Health
Services.

on performs educati

ring to cancer treatment.

s Emaim Al At iy anmimier ratiy £ o 6
The foundation administrative siaffing

function is provided by the University.

B

TUES AND DISBURSEMENTS

througn

o

AT THET 77 A TR 77T 7 K
ALTH CARE COLLEC

The service provides a collection medium for delinquent hospital billings without using the

s

I'he Board of Directors is made up
University and all appointees must be

controlled by the University.

f five members appointed by the President of the
mployees of the University. Therefore, the Board is

o O

WHEN FORMED

MNovember, 1973.



SCOPE OF ACTIVITY

The Health Care Collection Service collects delinquent bills of University Hospital. During
the year the service keeps forty percent of all bills collected for its own operation expenses,
and sixty percent is returned to the University. At the end of the fiscal year all revenues to
the service in excess of that needed to operate the service are returned to the University. In

FY 81 approximately 37 percent of collections were used for operation and 63 percent were
returned to the University.

A separate collection corporation was formed because it was believed if fees were collected
under a name other than that of the University, collection rates would improve.

STAFFING

The staff consists of fifteen people, six of whom are actual collectors. Staff is paid out of
the 37 percent of collections.
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SCOPE OF ACTIVITY

The Fund is an account entity managed and operated by the Treasurer (comptroller) of the
University of Kentucky. The account records collections of professional fees primarily for
dental and student health services. Some fees for medical services are still collected through
the Fund, but most of that component is handled through the Kentucky Medical Services

Foundation. The Fund also receives gifts and appropriations from KMSF for academic
enrichment and for the purchase of maipractice insurance.

The Fund, then, supports instruction in medicine and dentistry. It provides public services
in the areas of medicine and dentistry. It supports basic research and administrative and in-
stitutional support services for the University Hospital.

In FY 81, a grant to the University was provided (81,290,678) by the Fund and was used
primarily for physician and dentist salaries and salary supplements,

at no specific
niversity).

port of the operation and
Can unrestricted grant to the University’s

expenditures (o operate the foundation itself. However, expen-
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(2) To improve patient care through the provision of incentives; and

3) To provide support within available resources to enable the College of Medicine
to accomplish its educational, service and research goals. KMSF is actually a vehi-
cle by which physicians {dentists are not currently in this plan) may augment their
salaries based on their own productivity at no expense to the university. The plan
is required of and available only to UK College of Medicine physicians.

BOARD STRUCTURE

The Board is not directly controlled by the university. However, the Bo
university employees. The Board has ten members consisting of (1) the D
of Medicine of the Uni : Kentucky, ex-officio: (2) the Chairman
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the University of Kentucky Medical Center five percent (now three percent) of clinical in-
come for an academic enrichment fund ($898,736 in FY 81). The Foundation will hold in an
account of its own, five percent (now seven percent) of clinical income, again to be used for
academic enrichment.

STAFFING

Tﬂe Foundation employs an executive director and clerical staff. Office space is not provid-

d by the University. The Foundation currently has a staff of ammxpmateiy seventy peo-
pie

OTHER

The University retains conirol over niring of University physicians, use of facilities and
medical records. The Foundation hires its own administrative staff. The Foundation agrees
that the Umwrsﬁ;y may inspect the books of the Foundation and may audit the Founda-
tion’s books. The Foundation provides wial information to the University guarterly
and annually,
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] fort of the Medical Center.
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FY 81 Receipts $19,398,864
7Y 81 Disbursements 18,442 152
Y 81 Fund Balances

Board designated (Unrestricted) 1,202,379

Investment in plant 798,672
Disbursements to University

Direct 3,942,051

Indirect 3,600,592
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SPINDLETOP HALL, INC.
PURPOSE

The purpose of Spindletop Hall, Inc., is to foster closer relationship among the faculty,
staff and alumni of the University of Kentucky through an organized program of educa-
tional, social and recreational activities.

GOVERNING STRUCTURE

The corporation is governe:
composed of seve
by the members.
non-voti

ov a Board of Directors selected from the membership and

en members. Sixteen of the members are elected from the membership
' 1 member s the President of the University, but he is 2

)

The members of the
alumni, and facul

i

e in equal numbers as nearly as possible representative ¢

Q

he university.

rvices pursuant to KRS Chapter 10
15" faculty and staff. The board
lepositors or shareholders. 1

1963, The credi

ne.—The purpose as stated in 1
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normai credit union activities exclusively for the University personnel. In addition, the
credit union provides information services for university visitors in lieu of office space pro-
vided by the University. This arrangement is pursuant to a memorandum of understanding
between the credit union and the University.

he Kernel Press, Inc.—Purpose is to provide a practical educational opportunity for
ssi idents and © ﬁmwde daily newspaper for and about the University community. The
Board is made up of thirteen members. It is self-perpetuating and members are selected
from among journalism students. The organization was formed in 1971. The Kernel is a
daily newspaper provided free of charge to the University community. The University pro-
vides space for production and delivery of the paper. Printing is contracted with a private
firm by the corporation. Students provide the staff for the production of the paper. Kernel
Lmds are handled by the Kernel Press, Inc. The terms of operation between the University
and the Kernel are documented in the form of a memorandum of understanding.

el

g,;n@@ﬁ“ Research Foundation—This is 2 separate charity which is not
v of :{emwwfky control. [ts purpose is to raise funds for the construction
faci The foundation receives no assistance from the university
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¢ and Tobacco Research Trust Fund—The Tobacco Research
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WHEN FORMED

The Foundation was created in June, 1970, prior to the entry of the University of Louisville
into the State System of Higher Education.

SCOPE OF ACTIVITY

The Foundation enters into contracts and obtains grants in its own name and solicits funds
from alummni, corporations, foundations and individuals, which may be restricted by the
donor or designated by the Board of Directors for specific purposes. The Foundation also
administers the investment of its endowment and other funds.

Tranfers of funds are made to the University covering expenditures made for designated or
restricted University purposes as authorized by the Foundation.

“" hA fo?‘”\d‘ié

~

he foundation employs no staff.

1

i funds of the Foundation are gifts, grants, contracts, bequests and

. Research and fraining grants and c«:mtracts are actwely sought from

i d m‘vme sources. Efforts are made to generate gifts and be-

ds of the University and from corporations and charitable

enhance Wew of University programs. In addition, certain self-supporting

es relating to the education and research efforts of the University are
the Foundation, such as certain continuing education programs and
the Health Sciences Center.
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A very stern of accounts is maintained to assure expenditure of funds in ac-
coraanc terms of the granting agencies and the restrictions placed on gifts by
donors king required reports in an accurate and timely manner.

=

gifts, grants and ¢ mﬁam% are processed through the University
15,296 were transferred by the Foundation in 1980-81 to cover such

&

il U/ng tranfers of $3.8 million were made by the Foundation to the
for reimbursement of indirect costs relating to grants and contracts
rants for general purposes that are recorded as general revenue of the
:a transferred to the State Treasury. The only other disbursements made by the

ere “@ annuitants in the amount of $31,774, in accordance with the terms of
into with donors, and restricted endowment income of $17,282

1

fu (cs Axppf@xrmai@ly 25% of the total University budget of $14O

dluu\
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wrded by the University as endowment investment

’* This has been interpreted by the University to be
wh&ch therefore need not be transferred to the
, the Uni versmy ﬂxpenas these funds in most cases by the same rules and

£

for general funds, but the private funds are not considered subject to state

aised that since not all funds going into the Foundation are private
exam@ ie), that perhaps the total transfer from the Foundation to the
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University should not be considered private, and non-private funds (as defined by the AIC-
PA) should not be held or collected by the Foundation at all.

As private funds, the expenditures regulations of KRS Chapters 45, 45A, and the related
regulations do not apply as long as the funds remain in the Foundation.

Investment of endowment funds is managed by Trust Departments of Kentucky banks
under policies established by the Board of Directors. In general, investments are restricted
to securities traded on the major stock exchanges of the United States. Investment per-
formance analysis is made periodically on each money manager by Merrill Lynch Pierce

Fenner & Smith, Inc.
All operational expenses of the Foundation are handled by the University.
TRANSFERS

Transfers are made o1
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the Foundation simply provided billing services for the professional component of certain
services (pathology, radiology, emergency room). In July, 1981, the management of the
hospital was transferred from the university to the University of Louisville Hospital, Inc.
The hospital land, plant, and equipment remain the property of the university, and the
university is still responsible for the liabilities related to land, buildings and equipment. In
the fall of 1982, the new hospital will be occupied and the old will be phased out.

SCOPE OF ACTIVITY

The corporation leases the hospital from the university at a rate apropriate to reimburse the
university fo i trati ; i ; Ths

b
mately !
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The foundation does not have a separate staff.

Staff of Hospital

Nurses, secretaries, and other non-medical personnel are university employees.
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REVENUES

All revenues are billings for professional services of teaching physicians and interest in-
come.

DISBURSEMENTS

Expenditures are m adp for professional fees and collection commissions. The major
disbursement is m mb@ WETSW‘V of Louisville Foundation. The association also holds an
tfo oroximately $3 million in certificates of deposit ($2.6 million)

investment portfo
and savings accol

'17

w@r annually

once per year.
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SCOPE OF ACTIVITY

The Fund is an accounting entity set up separately from the University or ULF ac-
counts to collect a portion of physicians’ privaie practice income on a sliding scale percen-
tage basis of total private practice income earned above teaching salary.

income Under income Over

$40,000/Year $40,000/Year
$ 1,060 0% 0%
4,000 5% 10%
10,000 P10 (50
10,000 15% 20%
10,000 20% 25
15,000 25% 30%

Allover $50,000 All over $75,000
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ALUMNI ASSOCIATIONS

University of Louisville Associates (1948), Inc.

Law Alumni Foundation (1961), Inc.

Speed Alumni Foundation (1967), Inc.—articles revoked in 1981.
L Club Foundation, Inc. (1970)

The receipts of the above are handled through the University of Louisville Foundation. U
of L. Associates employs a secretary who is paid from their own funds. None of the others
have staff, Receipts are collected through the U of L Foundation.

L Club Foundation is a dues-paying pep club with no offices on U of L property.

UNIVERSITY OF LOUISVILLE ALUMNI ASSOCIATION

Pwhich will, it is h@pe@ E@ad to greaier gift giving. ﬂ
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WHEN FORMED

The present constitution was adopted in 1969. The Alumni Association has been in ex-
istence since the University was founded in 1906.

SCOPE OF ACTIVITY

STAFFING

Encourage active alumni membership.

Organize and inform alumni.

Solicit alumni for gifts and donations.

Staff members are university employees and are paid through the Alumni Affairs budget,
which is within the university budget.

FLOW OF FUNDS
i Revenues
A. Revenues are generated through dues from members and interest income.

However, alumni activities are also supported through the Office of Alumni
/\Waﬁrs which is funded by state appropriations and other university

-“The AA currently combines their fund-raising efforis
v’s effort and gifts come to the university.”’

There are no auxiliary operations

Disbursemenis

Ha
A, Ovperating expenses i
Association expens
C. Since the Alumni Association receives a portion of its money from the
university, it As bound by the model procurement code and imprest cash
guidelines for disbursement of operating budget support.
D. The only investment of the AA is from the pooling of surplus university agen-
cy funds, which is then divided proportionately among all accounts.
TRANSFERS

The Alumni Association operates both as an entity unto itself and as a part of the universi-
ty’s Alumni Affairs Office. The university provides a variety of services to the AA in-
cluding office space, janitorial services, and facility maintenance. The total alumni opera-
tions are estimated to $149,000 for 1980-81 and $146,000 for 1981-82.
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REPORTING

The Chief Executive Officer reports to and coordinates activities with the Vice President
for Student Affairs and the President of the Alumni Association. Separate audits are not
performed but the Alumni Association account is included in the general university audit.

Total Revenues $70,366 (membership dues, interest)
Total Expenditures 66,497

Fund Balance 61,435
Disbursements to University 0

WESTERN KENTUCKY UNIVERSITY HILLTOPPER HUNDRED CLUB, INC.
PURPOSE

Stated: ““to unite in an organized effori, ds and alumni of Western Kentucky
University who wish ) I esire to serve it through their
particuiar [ 3 {

rest in foothall, baskeiball,
o

Board is independent of university control.

o o
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reas

Secretary-1

approval of Athletic |

Members are contributing alumni and friends to the University.
WHEN FORMED
In August, 1965,

SCOPE OF ACTIVITY

1. Solicit gifts and coniributions o enhance a7}
2. Encourage club membership and attendance at athletic events.

T T .. N - . o B I | g e lare TR PP | - i se eyt 41 o < T
The HH employs one paid full-time Executive Director and one paid part-time secrefary.



FLOW OF FUNDS

Revenues

The primary source of revenue is alumni donations.

2. Receipts are very closely tied with the HH purpose; nearly all monies go for sup-
port of athletics.

3. There is no specific policy for gift acceptance. The bylaws mention membership
dues and contributions, but do not otherwise restrict or delineate gift acceptance.

4. There are no auxiliary operations.

Disbursements

1. The Club itself makes no capital purchases.

2. Operation expenses for the Hilltopper Hundred for 1980-81 equaled $28,338.10.
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This breaks down into:

Salaries and benefits

Printing, postage, advertising
Automobile expenses
Membership promotional costs

7,206
, 4,786
1,394
410
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Office expenses 687
Other miscellanecus expenses 855
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invested

is no defin
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LIRS

The University provides the Club with
services which are not reimbursed. Tt

ing, purchasing, janitorial, grounds, and facility
of these services is $5,000.

and with some

Transfers

N}

The University does not transfer funds to the Club. The Club provides funds for
the athletic program,

The University provides some services to the Club in exchange for monetary sup-

port of athletics. Services provided by the University to the Hilltopper Hundred
which are reimbursed include “‘personal services and printing.”” Reimbursement 1s

99



made through regular University accounting procedures. No contracts are involv-
ed.

Reporting

Reports are made annually to the Board of Directors. The bookkeeping procedures are
audited annually when the University accounts are audited.

Purchasing

The Hilltopper Hundred does not follow the current purchasing and mmprest cash
authority guidelines.

Total Receipts (FY 81} $107,367
Total Expenditures $107,824
Total Fund Balance (FY 80) $ 3,699
Total Disharsement to University (for athletics) 107,953
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B. Board members elected by Board from a |

C. Quorum consists of a m
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D. Board is self-perpetuating and selects own mempers.
Officers

Secretary
C. Treasurer {(must be bonded)
Executive Committee

A Notless than three or more than five membpers
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President of College Heights automatic member
C. Biannual elections

Duties:

I.1in charge of donations to Fund;

W]

. determiine students o receive loans;

Lod

. take notes out on loans;
4. pay staff and incidental expenses; and
5. help manage and control the Fund.
WHEN FORMED:
In 1923.
SCOPE OF ACTIVITY
Operating Division
a. may make loans to students
b.  operates college bookstore and self-service laundry.

a. responsible for investments, scholarships and accepting gifts and donations

STAFFING

lege Heights employs one full-time secretary, a treasurer, and a president. The treasurer
nd president are paid part-time staff. There is some paid part-time clerical and student
¥ Il staff other than the treasurer and the president in order that
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f. The University pays a
mployees can take advantage of University related benefits {e.g., Blue Cross, other
L imsurance). College Heights then reimburses the University,
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FLOW OF FUNDS
Revenues

A. Revenues are generated through donaticns, bookstore sales, laundry receipts, en-
dowments and interest from investments. About thirty percent of College Heights
revenue last year was from gifts,

B. Receipts are very closely tied to purpose—primarily to have loans and scholarship
money available.

€. The College Heights Articles of Incorporation state that *‘said Corporation is
hereby authorized and empowered to receive bequests, donations of gifts or

money or property from any person or persons who may desire to aid the work
and further the aims of this Corporation.”
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College Heights has two auxiliary operations: a bookstore and a coin-operated
laundry. All net bookstore and laundry profits are either reinvested or transferred
to the trust account. The bookstore pays rent to WKU for space on the campus.
(About $40,000 in FY 82 and $13,500 for FY 80). All employees are paid through
the University to receive benefits such as health insurance—College Heights then
reimburses the University for bookstore and laundry employees, plus one business
office accou . The laundry does not pay rent or expenses.

Disbursements

Al

Acquis _ 1S ted to purchases necessitated by the bookstore
and laundy s. College Heights does not purchase any other capiial items
(e.g., microsco m instruction).
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Transfers

A. No direct gift payments are made to the University; however, funds for the loan
program are provided by the Foundation. The Foundation makes rental payments
to the University for the bookstore only.

B. Services and facilities provided by the University to College Heights include office
space, ianitorial services, grounds and facility maintenance, and utilities. The on-
ly service which is reimbursed is printing. There is no formal contracting pro-
cedure for payment. College Heights is billed through the regular University ac-

counting system.

Reporting

Monthly reports are made for both the Trust and the Operating Divisions of College
Heights. These are presenied to “‘operating personnel and the officers of the Founda-
tion. Members of the Board receive annual reporis, annual audits, and perlodic reports
from the officers, but they do not receive monthly financial statements.”’

FY 80

Total Revenues
Total Expenditures
Fund Balances
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PURPOSE

T Ty YEersity

Operating

$2,137,670
1,939,745
843 94&1

1y

Trust Division

Trust

§ 508,403
305,180
2,781,387

UCKY UNIVERSITY CREDIT UNION, INC.

Stated: promote thrift among its members and to make locans to its members for provident

and productive purposes . . .

AUTHORIT

Board is independent of Univers

Board of Directors

ity control.

Mot fewer than five nor more than fifteen.

A
B. Two or three-year terms.
C

Elected from at-large membership of Credit Union.



Officers

A. President.

B. Vice President.

C. Secretary and Treasurer.

D. Three-member Executive Committee.
Credit Committee

A, Not fewer than three nor more than seven.
B. Must approve every loan.

Supervisory Committee

2 ee months.
/:"“.
-

ed agency to audit at close of fiscal year.

-

Issuing shares (o depositors.

IaYay:
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The Credit ¢ university-owned building on the campus. The university

provid free of charge,

t and Supervisory Committee, Funds are invested

bl 3

clude loans, bonds, notes, obligations, preferred

Reporting requirements are set forth in bylaws, audited every three months and yearly.
Other procedures determined by State Banking Commission.















